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Valuation as the basis for rate regulation is now the 
law of the land—but valuation as a basis for utility 
taxation is an economic error that now threatens the 


very existence of the street railway industry. 


This 


article tells us why, and points out what can be and 
should be done about it. 


By LESLIE VICKERS 


T would be unusual to find any 
| business, industry, or utility that 

does not believe it is unjustly 
taxed. 

It is becoming the rare exception to 
find one industry that cannot support, 
by adequate statistics, its claim to 
unbearable taxation. In this respect 
the electric railway industry does not 
differ from other industries—except 
that in the case of the electric street 
railway companies the additional 
charge can properly be made and is 
made that its taxation is discrimina- 


tory and arbitrary as well as unduly 
burdensome. 


HE broad, general statement is 

often made that the electric rail- 
ways pay in the neighborhood of ten 
per cent of their gross in direct taxes 
and in imposts which are peculiar to 
them as an industry. But those who 
deal with the subject of taxation will 
readily realize that very little informa- 
tion is contained in this statement un- 
less at the same time it be related to 
two other factors; namely, the net in- 
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come of the industry and the unit 
price of the service which is rendered 
by it. 


HE basis of taxation which is in 
almost universal use throughout 
the United States for this industry is 
the ad valorem system. There will 
be little need to point out the diffi- 
culties inherent in determining the 
“valuation” of an electric railway 
utility for taxation purposes, when 
we have had so many glaring ex- 
amples of the difficulties involved in 
“valuation” for rate-making purposes. 
There is no subject in the whole pub- 
lic utility field more alive than the 
latter, and the recent report of the 
governor’s committee in the state of 
New York shows how far apart 
trained minds can be on this subject, 
notwithstanding the guiding decisions 
of the United States Supreme Court. 
In one or two states, notably Con- 
necticut and California, an attempt 
has been made to obviate the diffi- 
culties involved in the ad valorem 
system by introducing the method of 
taxing street railways on their gross 
revenue. It can be said that this 
method has worked out well in Con- 
necticut—where a tax on the gross 
revenue takes the place of all other 
local and state taxation—but not so 
well in the state of California, where 
the need for a reduction in the rate is 
now apparently being recognized by 
the legislature. 

Nor can it be said that this method 
is highly scientific or free from grave 
objections. There are many of our 
street railways whose gross revenue is 
large, but whose operating expenses, 
due to the nature of their business, 
are also very high and leave little 


margin for the payment of taxes. 
The size of a corporation or the size 
of its business measured in the num- 
ber of dollars that it receives is not 
necessarily any measure of its ability 
to pay, nor is it necessarily any meas- 
ure of the special privileges which its 
patrons enjoy, nor of the cost of 
policing and governing the property. 
But at least it can be said that 
progress has been made in these two 
states by abandoning the. concept of 
valuation as the determining factor 
for taxation. 

Again, some states such as Wiscon- 
sin have come to recognize net earn- 
ings as the chief factor in determin- 
ing valuation under their ad valorem 
system, with the result that in that 
state we have some electric railway 
properties taxed on less than one- 
sixth of their book valuation and 
others taxed on almost 100 per cent. 


T’ is a recognized principle of public 

utility operation that taxes may be 
included as operating expenses. This 
necessarily follows under the regula- 
tory system which has been adopted 
almost universally and under the pro- 
vision of a limitation to a fair return, 
either on investment or valuation. 
Therefore, whatever taxes are im- 
posed are intended to be paid by the 
user of the utility and not by the 
owners thereof. Some modification 
of this statement needs to be made, of 
course, in connection with Federal in- 
come taxes which, however, form 
only a small part of the taxation of 
this industry. 

It is true that the electric railways 
pay about ten per cent of their gross 
earnings or gross revenue in taxes and 
special imposts. 


644 





PUBLIC UTILITIES FORTNIGHTLY 


This means theoretically, at least, 
that for every dime deposited in a fare 
box, one cent goes to government of 
one kind or another. 

And if, after paying this cent out 
of every dime to government there is 
not enough left out of the receipts to 
pay reasonable dividends to the hold- 
ers of common stock, it then becomes 
a burden, first on the investor in pre- 
ferred stocks, if there be such, and 
ultimately upon the _  bondholder. 
Little more than personal financial in- 
jury can come when only dividend 
payments are withheld but when the 
bondholders are similarly affected it 
means that the business must be run 
on capital, so long as it is run, or by 
curtailment in equipment, in repairs, 
or in service, all to the detriment of 
the public. 


N the electric railway field for the 

past decade or more little sympa- 
thy has been shown for the stock- 
holder, common or preferred. The 
idea was prevalent that there was con- 
siderable water in the stock, and the 
idea still prevails in some quarters. 

But whatever water may have been 


e 


there prior to the war and the period 
of rapidly rising prices was success- 
fully squeezed out, and it can confi- 
dently be stated that at the present 
time this industry, on the whole, is 
remarkably free from such excess of 
stock. Whatever the rise in prices 
failed to do in this direction was 
successfully performed by the regula- 
tory commissions and by the manage- 
ments and owners of the companies 
who were most anxious of all to place 
the business on a secure foundation 
with freedom from possible criticism 
from a public upon which it depends 
for good will and patronage. 

It has been the business of the 
writer to study the financial set-up of 
many companies in the electric rail- 
way field and of many industrial 
manufacturing and commercial com- 
panies as well, and he feels secure in 
the statement that with very rare ex- 
ceptions, the electric railway industry 
cleaned its financial house before the 
beginning of the last decade. 

If this be so it is high time that 
more consideration be given to the 
neglected group of investors, the legal 
owners of a utility subjected to regu- 


The Enormous Tax Burden of the Utilities 


q 


tions doing business in the state. 


“PuBLIC utilities as a group pay a larger percentage of 
their net income in taxes than any other class of corpora- 


At one extreme 


stand the telephone and telegraph companies paying 16.2 
per cent of their net income in taxes, while at the other 


extreme stand the electric railways. 


Those included in the 


study (and they were only those that were operating AT A 
PROFIT) paid an average of 44.4 per cent of their net 


income in taxes.” 


(FROM THE REPORT OF THE SPECIAL JOINT COMMITTEE ON 
TAXATION AND RETRENCHMENT OF THE STATE OF NEW YORK, 


1922.) 
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lation of services, rates, and earnings, 
devoted exclusively to public service, 
and supplying an essential service for 
the cénduct of a city’s business. In 
many cases it is the burden of taxation 
which has meant the difference be- 
tween the payment of modest divi- 
dends and the continual and monoto- 
nous passing of them. In some cases 
it has been the burden of taxation that 
has rendered the company insolvent 
and caused a cessation of the very 
services for which the utility was 
called into existence. 

When this has happened the goose 
that laid the golden tax egg has been 
killed at the same time. 


HE conclusion that electric rail- 

ways were being harshly taxed 
in the state of New York was ex- 
pressed in the strongest possible 
language by the Special Joint Com- 
mittee on Taxation and Retrenchment 
of the state of New York appointed 
in 1919 and reporting after three 
years of painstaking work on March 
1, 1922. 

This committee, which consisted of 
three members of the senate and three 
of the assembly, was under the chair- 
manship of Frederick M. Davenport 
of Oneida. The research staff was a 
notable one, headed by Professor 
Robert Murray Haig of Columbia 
University and including Professor 
Fred Rogers Fairchild of Yale Uni- 
versity, the present president of the 
National Tax Association. It had, as 
special advisers, Professor Edwin R. 
A. Seligman who has done probably 
more research work in the field of 
taxation than any other living man; 
Professor Charles J. Bullock who 
ranks close to Seligman in this field; 


and the late Delos P. Wilcox whose 
hostility to privately owned utilities 
was well known. This committee re- 
ported as follows (pages 104-105): 


“That public utilities as a group 
pay a larger percentage of their net 
income in taxes than any other class 
of corporations doing business in the 
state is clear from this comparison 
(given earlier in report). In part, 
this burden is heavier because of the 
fact that, from the very nature of the 
services rendered, more real property 
is employed by this class of corpora- 
tions than by business corporations 
generally. The figures given indicate, 
also, how pronounced are the in- 
equalities between the different public 
utility groups. At one extreme stand 
the telephone and telegraph com- 
panies paying 16.2 per cent of their 
net income in taxes, while at the other 
extreme stand the electric railways. 
Those included in the study (and they 
were only those that were operating 
at a profit) paid an average of 44.4 
per cent of their net income in taxes. 
Many of these companies bound by a 
fixed low rate of fare, have been 
literally taxed into bankruptcy.” 

(The italics are the writer’s). 


HE three tables given in connec- 

nection with this statement and 
reproduced on the following pages, 
are enlightening. 

Summed up, their conclusions are 
as follows: 

Public utilities in the state of New 
York pay a higher per cent of their 
net in taxes than do other businesses ; 
the electric railways pay the highest 
rate amongst the utilities; this rate 
in many cases has been the cause of 
bankruptcy. Besides this, it should 
be borne in mind that no account was 
taken of the various imposts such as 
paving charges, snow cleaning, street 
lighting, snow removal, payment of 
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RELATION oF ToTAL STATE AND LocaL Taxes To Net INcoME, 
Exvectrric RaAitways In New York STATE 


Based upon the Average Annual Tax Payments and the Average Annual Net 
Income during the Period 1911-1920 


Percentage of net income paid in taxes—Number 


paying 

50 per 100per 200 per 250per 600 per 

Number Number’ Less cent to cent to cent to cent to cent to 

in showing than50 99per 149per 249per 299per 649 per 

Class - “— percent cent cent cent cent cent 

4 Me oa ea 
8 10 4 - 3 1 
11 4 1 1 i - 


a fe ein Sig 


Ratio oF AGGREGATE STATE AND LocaL TAXES To AGGREGATE Net INCOME, 
Pustic Service CorPoRATIONS OPERATING AT A PROFIT 


Number of Ratio of taxes to net 

corporations income (expressed as 

Class of utility included a percentage relation) 
Steam railroads 87 27.3 
Electric railways 34 44.4 
Telephone and telegraph 62 16.2 
Gas and electric 97 23.0 


Ratio or AGGREGATE Loca TAxes (SpectAL FRANCHISE AND GENERAL PRopERTY, 
To AGGREGATE Net INcoOME 


Public Service Corporations Operating at a Profit, 1911-1920 (Excluding 
Corporations Showing a Deficit) 
Ratio of aggregate 
local taxes (special 
franchise and general 
Number of property) to net in- 
corporations come (expressed as a 
Class of utility included percentage relation) 
Steam railroads 87 24.60 
Electric railways 34 
Telephone and telegraph 62 
Gas and electric: 
Electric light and power 
Gas and electric (combined) 
Gas (manufactured) 
Gas (natural) 


Total gas and electric 97 20.50 


1Class A corporations are those with auc revenue of $1,000,600 or over. Class B those with 
operating revenue from $100,000 to $1,000,000. Class C those with operating revenue less than $100,000. 
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the salaries of traffic policemen, free 
transportation for policemen, firemen, 
city officials, postmen, and other 
items, reduced fares for schoo! pupils, 
maintenance of public parks, and 
other like burdens which taken to- 
gether represent a staggering contri- 
bution by the street car riders, 
through the operating companies to 
the communities they serve. 


ane questions now arise. The 
first is as to whether the situation 
in New York state has improved in 
the years that have elapsed since this 
drastic criticism and comparison of 
the electric railway burdens in New 
York state was made. 

One would have thought that 
remedial legislative action would have 
followed immediately but such has not 
been the case and the electric railways, 
are, if anything, worse off in the 
matter of taxation now than ever 
before. 

The second question is as to 
whether the state of New York is 
typical of the rest of the country. 

It is the writer’s frank opinion that 
it is not, and that there are few other 
states where the tax burdens on this 
industry are so heavy or where the 
tax situation is so bemuddled, so 
archaic, and so indefensible as in 
New York. But from this it must 
not be concluded that the tax burdens 
are light anywhere. Unfortunately 
we have had few investigations of an 
official character comparable with that 
in New York; but those that have 
been made in California, Utah, Wis- 
consin, Maryland, and elsewhere all 
show a heavy tax burden on electric 
railways and most of them show a 
high degree of tax discrimination un- 
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favorable to this industry. The writer 
had the privilege of making a tax 
survey in the state of Wisconsin and 
the figures presented to the special 
interim committee on taxation of the 
legislature disclosed a far greater bur- 
den on the electric railway industry 
than on any other industry in that 
state. Since that time, 1927, even 
greater burdens have been added in- 
stead of relief given. 


HE trouble is that taxation and 
regulation have not gone hand in 
hand. 
The New York State Committee 
stated on page 111: 


“Public control of rates conditions 
the problem in a fundamental man- 
ner. The true function of a public 
utility tax under these circumstances 
is to supplement rate regulation.” 


But what has really happened is 
that our companies have been made to 
serve two functions—one to supply 
local transportation service, and the 
other to act as tax gatherers. There 
is no possible justification for the 
second and no hope of carrying out 
the first satisfactorily while the second 
is insisted upon. Yet the states and 
communities in which we operate 
guard jealously the prerogatives of 
another day and age and, while limit- 
ing the amount of money we may 
obtain, insist on an exorbitant pro- 
portion of it for themselves. There 
would be less objection to this 
procedure if we had remained a 
monopoly or if we constituted an 
industry in which substitution of serv- 
ices was difficult. But we are not now 
a monopoly. We are in a highly 
competitive field where one cent added 
to an established price may and often 
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Unitep Ramways & Etecrric Company 
Taxes and Public Charges 


State and city taxes: 
Real estate and personal 
Baltimore-Sp. & Chesapeake Railway 
Income bonds 


Street car tax 

Railway trucks and chauffeur licenses 
Minor privileges 

Conduit rental 


Per cent—Operating revenue 


Federal taxes: 
Bond interest 
Income tax 


Per cent—Operating revenue 


Indirect taxes: 
Snow and ice removal 


Per cent—Operating revenue 


Grand total 
Per cent—Operating revenue 


Increase or 
1928 decrease 

$390,679 _ $884 

3,683 432 
16,590 
1,058,564 
3,543 
280 
5,250 
974 


42 
80,866 





$1,554,471 
9.55% 


$27,734 
35,181 


$62,915 
39% 





$30,911 
141,188 


$172,099 
1.06% 


$1,789,485 
11.00% 





$187,349 $15,250 


1.12% 
$1,881,116 
11.25% 


$91,631 





does drive away passengers to seek 
an alternative method. The history 
of fare increases is a discouraging 
one. In almost all cases traffic has 
been lost and sometimes to such an 
extent as to make the new schedule 
of fares less desirable than the old. 
We cater in the main to the poorest 
group in society, those who do not 
Own or use their own automobiles, 
and to them a small increment in cost 
of transportation service, paid out as 


they go to and from their work, is of 
great economic consequence. We 
must be able to sell our service at a 
price that people are willing to pay, 
and it is futile to include taxes in 
operating costs if by so doing the 
price of the service is made unattrac- 
tive to those who should use it. 

In a word, our high taxes make 
high costs; high costs make higher 
fares ; higher fares make fewer riders ; 
fewer riders make higher costs—and 


649 





PUBLIC UTILITIES FORTNIGHTLY 


so the vicious circle goes. Besides 
this, one might elaborate on the detri- 
mental effect of increased costs on 
service and this in turn on the riding 
habit of the public. You cannot have 
at one and the same time high taxes, 
low fares, and adequate service in any 
modern urban transportation system. 
And surely, adequate service and low 
fares are of more consequence to a 
community than the collection, from 
the car riders, of high taxes. 


ys we ever expect to achieve 
regulation of taxation to the 
same degree that we have regulation 
of rates and earnings? 

Is not one as logical as the other? 
Should not the transportation services 
of the public be protected against un- 
reasonable taxation just as much as 
the public is protected against unjust 
rates? 

Fair rates plus fair taxation equal 
good service. 


Fy eee case of a company being 
forced to seek higher fares in 
large measure by reason of high and 
discriminatory taxation is that of the 
United Railways & Electric Company 
of Baltimore, Maryland. Their taxes 
for the two years 1928 and 1929 are 
given below together with the percent- 
ages of operating revenue and the in- 
creases or decreases as between these 
two years. (See table on preceding 
page. ) 

What a heavy tax burden this state- 
ment discloses—11.25 per cent of the 
total operating revenue! More than 
one cent for every passenger on the 
10-cent cash fare basis in vogue in 
that city! 

But that tabulation only shows the 
tax burden on the total operating 


revenue. When we come to consider 
the net (before fixed charges and 
taxes) a still clearer idea of the bur- 
den is shown, for this company in 
1929 paid approximately 35 per cent 
of its net in taxes! And this is a 
company which has striven to institute 
every variety of economy, has been 
well and efficiently managed, and has 
done almost everything humanly pos- 
sible to widen the gap between net 
and gross. 

Should not the car riders them- 
selves rise up and demand, as the most 
interested parties, that a closer ap- 
proximation to justice and sanity be 
arrived at? 

Unfortunately, the car rider is un- 
organized. There is no one to speak 
for him and he must remain inarticu- 
late except for those efforts which the 
transportation company makes in his 
behalf. And when it does so it is 
accused of selfish motives and its pleas 
are discounted. 


i Baltimore Company illustra- 
tion is interesting for another 
reason. In 1929, it paid in excess of 
a million dollars—the entire fares of 
ten million passengers on a cash basis 
—for what is called a “Park Tax.” 
The company is obligated to pay 9 
per cent of its gross collected on public 
streets for the maintenance of city 
parks. 

Can anyone find a logical connec- 
tion between a street car rider hurry- 
ing to his work or home from his 
office and a public park? 

The automobile rider may, at least, 
in some cases, direct his movement 
so that he will drive through a park 
and enjoy it, even to the extent of 
parking his machine there and enjoy- 
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ing the flowers, the trees, the birds, 
and the air. But the street car rider 
merely hurries by it. Why should he 
be singled out to pay for its upkeep 
when the user of electric lights, of 
power, and of gas, as well as the 
patrons of theatres, the consumers of 
ice cream, and the smokers of cigars 
are exempt? 

The writer believes that there is no 
more glaringly indefensible tax than 
this one in any city and yet the serious 
efforts of years past to remove it have 
been fruitless. In a neighboring city, 
Washington, D. C., the nation’s capi- 
tal, the electric railways still pay the 
salaries of crossing policemen sta- 
tioned at street railway intersections 
—a condition that prevails in no other 
city that the writer knows of—in spite 
of the fact that the services rendered 
by these officers to automobilists and 
foot passengers is greatly in excess of 
any service they can possibly render 
to the street cars. 

Why should not this burden be 
shifted from the shoulders of the 
street car patron? 


A RECITAL Of all of the indefensible 
taxes and forms of taxes im- 
posed on street railways in the United 
States would present an imposing list, 
much too lengthy to set forth here. 
Many of them are time-honored as in 
Baltimore and Washington, and they 
have been the means of saving so 


much taxation for other interested 
groups within these cities that a sug- 
gestion for their removal meets with 
an outcry of protest. 

The fault lies in the systems of 
taxation, inherited in part from other 
days and other customs patched from 
time to time with new forms of taxes 
as the various governmental bodies,— 
state, local, school districts, lighting 
districts—needed money. It is as in- 
applicable to a regulated industry to- 
day as the horse car would be to serve 
the rapid transit needs of a great 
metropolis. It is the ad valorem 
system that generally prevails and its 
condemnation has been thoroughgo- 
ing from the pens of tax experts and 
economists for many years. 


NDER the heading “Defects of the 

Present System,” the New York 

committee, on page 96ff of their 1922 
report, stated: 

“New York’s taxation of public 
utility corporations is not a unified 
system based upon any recognized 
principle. It has grown up historical- 
ly by piecemeal legislation applied at 
different times to different classes of 
corporations. The result violates 
nearly all the canons of sound taxa- 
tion.” 

Three charges are made against it 
—first, that it lacks certainty; second, 
that it is arbitrary; and third, that it 
lacks simplicity. 

“Certainty requires that a tax be 
based upon and measured by certain 


e 


to an established price may and often does drive away 


q “WE ARE in a highly competitive field where one cent added 


passengers to seek an alternative method. The history of 


fare increases is @ discouraging one. 


In almost all cases 


traffic has been lost and sometimes to such an extent as to 
make the new schedule of fares less desirable than the old.” 
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definite indices, which should be 
matters of fact readily ascertainable 
by both the taxing officials and the 
taxpayer. Determination of the 
amount of tax due from any tax- 
payer should not be a matter of per- 
sonal judgment. No matter how up- 
right and efficient the taxing officials, 
no matter how willing the taxpayer 
to contribute his fair share, taxes 
based on judgment and opinion are 
sure to lead to inequality and sus- 
picion.” 

Not only is there a wide variety of 
opinion on what constitutes valuation 
—the basis for the ad valorem tax— 
but in the very nature of the business, 
and, indeed, of most public utilities, 
there exist enormous difficulties in 
assessing the value, on any basis, of 
wires, poles, conduits, and tracks. 


AS to the charge that the system is 
arbitrary, this naturally follows 
in the wake of uncertainty, and an 
arbitrary principle, as in the case of 
the New York franchise tax, is 
bolstered up by further arbitrary re- 
finements all adding to the uncer- 
tainty. 
The third charge is lack of simplic- 
ity, or in other words, complexity. 
“No tax ought to be so compli- 
cated as the general-franchise tax on 
steam railroads, etc. There is no 
need of so many different taxes or so 
much difference between the several 
classes of corporations. The lack of 
simplicity is a heavy burden on tax- 
ing officials. It is a burden and a 
source of annoyance to the taxpayers. 
It defeats equality and justice!” 


The committee further pointed out 
that it is only the net proceeds from 
a tax which enables the government 
to perform its services and that com- 
plexity causes waste and is “a dead 
loss.” 


N°’ and again there appears a 
legislative effort to recognize 
the unfairness of the taxes on street 
car riders and to give necessary relief. 
In the state of New Hampshire, for 
instance, in 1919 a law was passed 
giving special consideration to street 
railways. This law was recently con- 
tested and upheld in the courts. Sec- 
tion 1 reads: 

“Any corporation owning or op- 
erating a street railway property 
within this state, which is incapable 
under proper management of earning 
sufficient money to pay its operating 
expenses and fixed charges, including 
taxes and excluding interest on its 
indebtedness, and to provide for the 
necessary repairs and maintenance of 
its properties and adequate reserves 
for depreciation thereof, may be ex- 
empted from the payment of taxes to 
the extent and subject to the limita- 
tions of this act.” 

Such a provision is of value to a 
common carrier and is in a sense an 
approach to regulation of taxation re- 
ferred to earlier. It is also a whole- 
some recognition of the essential na- 
ture of the street railway’s services 
and indicates the willingness of the 
state to relinquish its rights to tax 
rather than lose those services. 


_ a much more scientific step 
was taken by the legislature of 
the state of Connecticut in 1919— 
when it did away entirely with the old 
system under which its electric rail- 
ways were taxed and substituted one 
under which they pay 3 per cent of 
their gross “in lieu of all other taxes.” 
Under a pro rata scheme the local 
communities receive their fair share. 
The value of the property has passed 
out of consideration, and the business 
is taxed on its volume. 
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Some of the Absurd and Unfair Burdens that Street 
Railway Companies Must Bear— 


They must pay the salaries of crossing policemen: 
¥ 

They must pay for the upkeep of municipal parks: 
> 

They must pay for street lighting from their trolley poles: 
* 


They must pay for street sprinkling and even street sweep- 
ing: 
¥ 


They must pay for snow removal for the benefit of ve- 
hicular and pedestrian traffic generally: 


¥ 
They must pay for pavement between and around their 


tracks—a relic of horse car days when the animals actu- 
ally wore out such street surfaces. 





The same method is in vogue in the 
state of California, though in this case 
the tax is 5} per cent of the gross with 
the possibility, under certain circum- 
stances, of an additional ad valorem 
tax being charged. 

While, in the opinion of the writer, 
the gross tax is a step forward from 
the ad valorem method it is not the 
final step. Ability to pay is not 
measured either by value or volume of 
business, for it is conceivable that a 
public utility may do a huge business 
and yet be losing money in serving the 
public at the established rates per unit 
of service. A much fairer criterion 
would be to tax regulating utilities on 
their net, and in this event, taxation 
would serve its rightful purpose of 
supplementing rate regulation. 

In criticism of this method it has 


been pointed out that all corporations, 
whether profitable or not, should con- 
tribute to the fixed expenses of the 
state for police and other protection, 
for government, and other items, and 
that a small gross tax would serve as 
a measure of this indebtedness. Ac- 
cordingly, there has been evolved a 
scheme which appears to have much 
merit, called the “gross net” method 
of taxation. It applies the principle 
of rent to franchises and measures the 
value of the latter by the proportion 
which the net bears to the gross. It 
imposes “a varying rate on gross 
earnings, the variation in rate depend- 
ing on the relationship of net to gross, 
the companies paying high taxes as 
their profits increase, and lower taxes 
as they decline’ (See New York 
Special Committee Report, page 116). 
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To make the terms explicit the com- 
mittee suggested that “gross earnings 
be defined as all receipts from the 
operation of a public utility and that 
net earnings be defined as net earnings 
from the operation of a public utility 
after deduction of operating expenses 
and taxes assignable to operation ex- 
cept special franchise taxes in this 
state and the gross net tax itself.” 


HE following rates were suggest- 

ed to apply to the state of New 
York and were designed to bring into 
the state treasury almost the same 
amount of money as now paid by the 
utilities as a whole. 


“Every company shall pay an an- 
nual tax which shall be based on gross 
earnings and which shall be the per- 
centage of gross earnings fixed here- 
in: 

Per cent of 
gross earn- 

ings to be 
paid as tax 


Net earnings in per 
cent of gross 
earnings 
When less than 5 
Between 5 and 10 
Between 10 and 15 
Between 15 and 20 
Between 20 and 25 
Between 25 and 30 
Between 30 and 35 
Between 35 and 40 
In excess of 40 
This method of taxation has met 
with great approval from economists 
and tax experts and was endorsed by 
the National Tax Association, which 
is the highest deliberative body on 
this subject in the country. It is 
strong in all the points where the ad 
valorem system is weak—it is certain, 
it lacks arbitrariness, and it is simple. 
Under the modern accounting systems 
which practically all public utilities 
follow, the net, as defined, can be 
determined with almost as_ great 
accuracy as the gross, and tax evasion, 


as well as padding of accounts, is ren- 
dered very difficult. It merits the 
serious thought and attention, not 
only of all operators of public utili- 
ties but of all regulatory commissions 
ard legislators. 

In an address on the subject of 
taxation delivered by Professor Ed- 
win R. A. Seligman of Columbia Uni- 
versity to the members of the taxa- 
tion committee of the American Elec- 
tric Railway Association on December 
10, 1926, he said: 

“Therefore, gentlemen, I would 
close by saying that both from the 
point of view of prudence, with refer- 
ence to the future, not the immediate 
situation now but the situation as it 
is going to develop in the next five or 
ten or fifteen years, and from the 
larger point of view of what is fair 
and equitable and forward-looking 
for the community as a whole, you 
ought to get behind this gross-net 
proposition and do away with all the 
absurd things in our laws today, in- 
cluding the special franchise tax. If 
you do this, and approach the subject 
fairly and logically, you will be able 
to help solve both the state and the 
local tax problem and you will achieve 
something that will ultimately re- 
dound, not only to your own benefit 
but to the prosperity of the com- 
munity as a whole.” 

In this view the writer most heart- 
ily concurs. He sees in its adoption 
the end of wrangling over tax valua- 
tion, the end of discrimination as be- 
tween utilities and classes of utilities, 
the end of special privileges, on the 
one hand, and oppression, on the other, 
and the establishment of a fair and 
equitable system under which the 
utilities will pay for their franchises 
just what they are worth. It is an 
end worth hoping for and worth 
working for. 
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NE last word needs to be said 
about those pseudo taxes which 
we term imposts—paving charges, 
street cleaning, sprinkling, and other 
charges. ¥ 
The paving charge is a relic of the 
old horse car days when our horses or 
mules wore out the pavement, and it 
was right that we should be under 
obligation to repair it. But now our 
electrically propelled vehicles do not 
need the pavement. Indeed we would 
be much better off without it for it 
invites the automobile and truck traf- 
fic which does so much to slow up our 
progress, and yet, in only five states 
have we been given complete relief 
from this paving burden. Few citi- 
zens of our communities seem to real- 
ize that there are many cases in which 
we are obliged to pave the whole area 
between the rails, and 12 to 18 inches 
on each side. There are some cases 
in which we are obliged to pave the 
whole street where we have car tracks. 


Let it be remembered also that 
crushed stone no longer suffices as in 
the days of the old-fashioned horse 
cars, but we must install paving of 
the kind called for by the heavy trucks 
and automobiles that use our high- 
ways at the present time. 

Again the question is asked, why 
should the street car patron pay for 
something which benefits him not at 
all, and relieve, by his generosity, the 
user of the automobile and the abut- 
ting property owner? This kind of 
tax burden falls in the wrong place; 
it penalizes the group least able to 
pay; it excuses from taxation those to 
whom the benefits accrue. 

The solution of the street railway 
problem is not a matter for the opera- 
tors alone—it is something in which 
our private and business citizens as 
well must become interested if we 
are to preserve our local transporta- 
tion systems and render them healthy 
and serviceable. 





Arbitrary Rules that Bind Utility Companies— 
but Not Private Companies 


ANY regulatory requirements seem arbitrary and unjust 
when applied in individual cases; but sometimes they 
are necessary for the public good, as reflection will reveal. 

A traveler, for example, calls at the ticket office of a rail- 
road company and asks the price of a round-trip ticket to and 
from a certain city. The agent, in good faith, makes a mis- 
take and quotes a lower price than that on file with the com- 
mission. The traveler, likewise acting in good faith, buys 
the ticket. Afterwards the railroad discovers the mistake 
and insists upon the payment of the difference between the 
price charged and the legal rate. If the railroad were en- 
gaged in private business, it would not have a chance to re- 
cover ; but being engaged in the public service it can. 

The reason is that the law permits no deviation from the 
legal rates. This law is for the protection of the public, 
because infractions of the rule might easily lead to grave 
abuses. So individual interests must yield to the public 
welfare. 
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A Unique Experiment 
in Rate Regulation 


How one electric power company is solving the 

problem of reducing its charges to its customers by 

a system of profit sharing that is stimulating the 

good will of the ratepayers—and paying dividends 
to the stockholders. 


By AARON HARDY ULM 


Nn New Year’s Day, 1930, all 
() the electric light and power 

customers in the nation’s 
capital of Washington, D. C., re- 
ceived a New Year’s gift. It was a 
very tangible and useful gift which 
took the form of a 10 per cent re- 
duction in rates. 

More interesting still is the fact 
that this was the fifth consecutive 
gift of its kind. Furthermore, Wash- 
ingtonians will receive another such 
gift in 1931, and probably still more 
as time passes. 

The net result of all these conces- 
sions to date gives Washington the 
fourth lowest primary lighting rate in 
the country for all classes of service, 
and the very lowest rate for com- 
munities served by steam plants—4.7 
cents per kilowatt hour. And Wash- 


ington’s current is generated entirely 
from steam; it does not have even the 
partial advantage of cheap hydroelec- 
tric current. 

A peculiar feature of this perennial 
rate-cutting habit of Washington’s 
electric utility is the fact that it is 
obtained by a system. The reduc- 
tions are automatic. It all came about 
back in 1924 as a result of a regula- 
tory experiment entered into by agree- 
ment between the utility and the Dis- 
trict of Columbia Public Utility Com- 
mission. 

Under this plan, regulation of elec- 
tric rates is virtually automatic. For 
the last six years the relations be- 
tween the company (the Potomac 
Electric Power Company) and the 
commission have been frictionless. 
So have been the company’s public re- 
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lations. Even the ubiquitous news- 
paper contributors who sign indignant 
letters with such names as “Constant 
Reader” and “Pro Bono Publico” 
have been quiescent if not actually 
pleased. 

Finally, the company has been mak- 
ing money in the face of these succes- 
sive reductions. And nobody com- 
plains of the company’s prosperity, 
for as the revenues increase the rates 
go down still further. 

So, for the time at least, everybody 
appears to be happy and “all is quiet 
along the Potomac.” 


oe we analyze this noble ex- 
periment in electric rate making, 
it might be well to give credit to the 
author of the plan. It is almost 
astonishing how little he is known. 
If one were to ask a dozen Washing- 
tonians, basking in the sunlight, or 
rather electric light, of cheap power 
rates and good service, who was re- 
sponsible for the profit-sharing plan 
now in effect between the company 
and the commission, ten would proba- 
bly reply : 

“What profit-sharing plan?” 

In other words, while the Wash- 
ingtonian may know he is getting low 
rates, he does not know why and 
probably does not care. But just let 
the rates go up and see how quickly 
he will want to know why! 

Anyhow, the man who first thought 
of the plan will probably not miss the 
glory. It came in his line of duty 
for he was one of Uncle Sam’s army 
engineers—and like mostly all army 
engineers, he is probably more inter- 
ested in getting a job done than 
worrying about credit for it. 

Nevertheless, this military gentle- 


man was Major W. E. R. Covell, 
former assistant engineering commis- 
sioner for the District of Colum- 
bia. Washington, it must be remem- 
bered, is governed by three commis- 
sioners. The law says one of them, 
the engineering commissioner, must 
be from the Army Engineer Corps. 

Furthermore, the members of the 
District Public Utilities Commission, 
as constituted in 1924, were really 
the three District commissioners. 
They just met under another name, 
but the same faces were present. 
Thus it was that the Major, as as- 
sistant to the engineering commis- 
sioner, had long been entangled in the 
numerous rate controversies between 
the Potomac Power Company and its 
Washington consumers. 

In fact, so numerous had been these 
clashes prior to 1924 that the battle 
might still be under way if the profit- 
sharing plan had not been adopted. 


O NE day during a particularly try- 
ing series of attempts to agree 
on rates, returns, and valuations, this 
army engineer spoke to his confreres 
substantially as follows: 

“Let’s all get around a table and 


settle this muddled dispute. Let’s be- 
gin by tossing all technicalities into a 
waste basket and by putting thumbs 
down on legal quibbling. The com- 
pany naturally wants to make money ; 
the public wants lower rates. By the 
application of a little common sense, 
both of these ends can be achieved; 
in fact, they can be made interde- 
pendent.” 

“How?” inquired his official asso- 
ciates. 

“By an arrangement so simple that 
a statement of it will sound foolish,” 
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he replied. “Let the power company 
go ahead and make all the money it 
can on the condition that earnings 
above a reasonable return on the value 
of its property be shared with its 
customers.” 

“How?” again inquired his asso- 
ciates, who were mindful of the diffi- 
culties of detail in the way of refund- 
ing small sums to the company’s 
100,000 or more patrons, an outstand- 
ing one of them being Uncle Sam 
himself. 

“By letting rates be adjusted auto- 
matically at the beginning of each 
year in accordance with the com- 
pany’s earnings during the preceding 
year,” the military man replied. “Let 
the company keep the total of each 
year’s profits, whereby it ever will be 
spurred to lower costs and thereby 
rates. This gambling element will be 
the motivation of a beneficent circle, 
helpful of and protective to both the 
company and the public.” 

Such is the essence of the plan 
agreed on. And in five years rates 
went down more than 50 per cent, the 
company doubling its business and in- 
creasing its average rate of retained 
net earnings. For the last year of 
the period there was paid on its com- 
mon stock a dividend of about 22 per 
cent, while its customers got electric 
energy for not much more than half 
the cost that would have been en- 
tailed by rates prevailing prior to the 
period. 


Por plan is not without compli- 


cations. Its background reaches 
to the day of Thomas A. Edison’s 
pioneering in the field of incandescent 
lighting, as the Potomac Electric 
Power Company’s original establish- 


ment was one of the first of the kind 
to be set up anywhere. Although it 
was a success practically from its 
beginning, the company’s establish- 
ment always has been a wholly local 
entity. It has no producing or dis- 
tributing affiliations. with any other 
and is, as such establishments now go, 
comparatively small. 

All of its common stock is owned 
by the Washington Railway & Elec- 
tric Company, now of the North 
American Company’s public utilities 
group. The Potomac Electric Power 
Company produces all the electric 
energy that enters commercial chan- 
nels in the city of Washington and 
the national capital’s near-by envi- 
rons on the Maryland side of the 
Potomac river. Its territory is a non- 
industrial one, and its outlets are of 
kinds made possible by a city that is 
predominately residential and wherein 
office work is the only major industry. 

For a long time this and other Dis- 
trict of Columbia public service com- 
panies were subjected only to such 
regulation as the Congress of the 
United States imposed directly and 
fitfully from time to time. The Con- 
gress is both state legislature and 
municipal council for the capital, for 
which a public utilities commission 
was established in 1913. 


HE commission was directed to 

find the value of public service 
company properties that were put un- 
der its supervision, and it, of course, 
was given power to establish fair and 
reasonable rates of charges for serv- 
ices. The three District commission- 
ers were also the members of the 
utilities commission until 1927 when 
Congress provided for a_ separate 
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Four Reasons Why the Rate Experiment Is 
Regarded as Successful: 


1. The rates have been automatically re- 
duced every year since the plan was 


originated: 


2. The primary lighting rate is the lowest 
in the country for energy generated 


from steam: 


3. The electric company has been making 
money in the face of the reductions, 
paying 22 per cent dividends on com- 


mon stock last year: 


4. Nobody complains of the company’s 
prosperity because the more money the 
company makes the more the rates are 


lowered. 





member-personnel. All are appointed 
by the President. 

The utilities commission blithely 
plunged at once in the mysterious sea 
of valuation proceedings, being, like 
everybody else at that time, unaware 
of the depths and cross-currents of 
that ocean of unsolved questions. 
With charming naivete, as the French 
say, it soon proclaimed a finding as 
to the “true” value of the properties 
of the Potomac Electric Power Com- 
pany. The primary lighting rate in 
Washington then was 10 cents a kilo- 
watt hour. On the basis of its find- 
ing as to valuation, the commission 
ordered a reduction to 8 cents. 

Then, in 1917, began a controversy 
that in 1924—seven years later—ap- 
parently was no nearer settlement 
than at its start. The company dis- 
puted the commission’s valuation 
finding, which, said the company, was 


30 to 40 per cent below what it should 
have been. Usual issues were in- 
volved—such as the question of orig- 
inal cost and reproduction worth. 
Claiming that, on the basis of its con- 
tention as to the value of its proper- 
ties, the 8-cent rate would be con- 
fiscatory, the company took the mat- 
ter into the courts, where it remained, 
in more or less suspense, as the years 
plodded by. 

The courts directed that, pending 
final adjudication, the company im- 
pound collections representative of 
the difference between the old rates 
actually in effect and the rates de- 
creed by the commission. This was 
with the view of excess charges being 
refunded to consumers in case the 
courts finally sustained the commis- 
sion. The impounded fund amounted 
to about $6,500,000 when the contro- 
versy finally was brought to an end 
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by the round-table adjustment in 1924 
already described. 


HEN the commission was cre- 

ated by Congress, some one put 
a certain clause into the enabling act. 
This consisted of a few words by 
which the commission was specifically 
authorized to adopt sliding scale sys- 
tems of rates after what long had 
been in vogue in Boston, Massachu- 
setts. Major Covell was the first to 
see in that authorization a way out 
of the dispute about light and power 
rates and the underlying question of 
valuation. 

Largely on his suggestion, mem- 
bers of the utilities commission called 
into conference the officials of the 
power company and made an offer 
of compromise. The power com- 
pany officials accepted it and, with 
the court before which pended the 
litigation acting as a sort of arbiter, 
an agreement was achieved. 

Under that agreement the company 
got most of what it contended was 
the value of the property used by it 
in performing its public service. A 
base value of approximately $32,500,- 
000 was allowed. It was agreed that 
the company should have a return of 
74 per cent on that, plus additions 
that should be made, under the com- 
mission’s supervision. Depreciation 
was put on a modified straight-line 
basis. When the depreciation reserve 
is below 15 per cent of the value of 
the property, plus additions, a rate of 
2.3 per cent applies; when the reserve 
is 15 per cent, the rate is 2.1 per cent; 
if the reserve further rises the rate 
may go to as low as 1.3 per cent when 
the reserve is 20 per cent, the maxi- 
mum allowable. 


One half of the fund impounded 
between 1917 and 1924 was made re- 
turnable to the company’s customers, 
the rebating being in ratio to each of 
the latters’ total antecedent payments 
to the company. Thus to patrons of 
the company there was paid back a 
total of more than $3,000,000. 


iy was agreed that when earnings 
during a year are above 7} per 
cent there will be, automatically, a 
reduction of rates for the following 
year in the extent of an equivalent of 
one-half the excess, all of which is 
retained by the company. If the aver- 
age return during a consecutive 5- 
year period is less than 7} per cent, 
or during a 3-year period it is less 
than 7 per cent, or for a single year 
less than 64 per cent, an upward ad- 
justment of rates contemplative of a 
74 per cent return is in order. There 
has been no occasion for an upward 
adjustment so far and none is ex- 
pected. 

Agreed-on rates for 1925 were 
based on a primary charge of 7} 
cents a kilowatt hour, with a mini- 
mum charge of 75 cents a month, for 
household lighting, this being a reduc- 
tion of 25 per cent. Other rates were 
reduced correspondingly. 


HIS agreement had one distinc- 
tively unique phase; customer 
benefits resulting from it were as- 
sured by it to that portion of the 
public that was outside the geograph- 
ical or other statutory jurisdiction of 
the District Utilities commission. 
The valuation agreed upon includ- 
ed the company’s stations and lines in 
Maryland, as the business done by 
them was of the interstate kind. Ad- 
ditions to its Maryland facilities like- 
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wise have been included in subsequent 
rate bases. It was agreed that the 
company’s customers outside of the 
District of Columbia should be bene- 
ficiaries of all reductions of rates. 

The Potomac Electric Power Com- 
pany always had been notably ener- 
getic in the merchandising of its 
product and progressive in the main- 
tenance and expansion of facilities. 
But the agreement gave marked stim- 
ulation to it in those respects. 


D URING the past five years the in- 
stallations of meters had in- 
creased at a rate of about 9,000 an- 
nually, and its sales of energy at a 
rate of about 12,000,000 kilowatt 
hours a year. In 1925 it installed 
18,296 new meters, and its sale of 
current increased in the amount of 
26,000,000 kilowatt hours, or about 
18 per cent. In the period of 1925- 
29, inclusive, its annual sales of cur- 
rent jumped from 146,727,534 kilo- 
watt hours to 281,262,210, an almost 
100 per cent increase. This is at- 
tributable partly to extension of lines 
into new area, mostly newly devel- 
oped suburban localities, but the 
greater proportion of the increase 
was because of larger per capita con- 
sumption in the areas served. 


At the same time the company in- 
vested about $17,500,000 in new and 
additional facilities, virtually replac- 
ing its old producing equipment with 
new, a progressive lowering of pro- 
ducing costs resulting. Coal con- 
sumption per kilowatt hour dropped 
from 1.74 pounds—which is under 
the present average for the country— 
in 1924 to 1.375 pounds in 1925; the 
latter is close to the present lowest 
ratio. The producing cost went down 
even more and is now, with possibly 
a few larger-scale operations except- 
ed, the lowest for steam generation 
and much lower than the average for 
water-power generation in the coun- 
try. 


OR many years the power company 

has owned land abutting what is 
known as Great Falls on the Potomac 
river a few miles above Washington. 
The land was purchased with the view 
of developing the large volume of 
water power that passes over huge 
boulders lying in a gorge, the rapids 
constituting one of the most pic- 
turesque natural phenomena south 
of Niagara. There is, recurrently, 
much agitation for transforming the 
falls into an electrical power enter- 
prise; a great deal of the agitation 


7 


The Successive Rate Reductions that This Profit Sharing 
Has Brought About: 
7.5 cents per kilowatt hour 
7.0 “ec “c cc “ec . 
6.25 
59 
5.2 


1925 
1926 
1927 
1928 
1929 
1930 
1931 


“ec “ 
“ec “cc 
“ec “ec 


‘“ ‘“ 


(A further reduction ts an- 
ticipated). 
661 





















has a government ownership enter- 
prise in view. 

Officials of the Potomac Electric 
Power Company declare that it would 
be useless to thus mar a fine bit of 
scenery that belongs essentially to the 
people of the country, especially as 
they have proved that electric energy 
can be produced by steam power more 
cheaply than by this water. 

Since 1924 the company’s net earn- 
ings in excess of 74 per cent have 
ranged from a low of $675,790 in 
1927 to about $1,320,000 in 1929; 
those for 1928 having been near the 
last figure. One half the excess is 
translated annually into lowerings of 
rates, and the company’s primary 
charge for current sold for household 
lighting has declined as indicated by 
what these rates have been during the 
period of the profit-sharing agree- 
ment, is as follows: 

In 1925, 7.5 cents; 1926, 7.0 cents; 
1927, 6.25 cents; 1928, 5.9 cents; 
1929, 5.2 cents, 1930, 4.7 cents a kilo- 
watt hour. 

“The consumers of the Potomac 
Electric Power Company will save 
$660,000 in 1930 through the reduc- 
tions just made, and present compu- 
tations show that our customers, both 
domestic and commercial, at the new 
rates effective in 1930, will pay $4,- 
500,000 less during the year (1930) 
for their electric current than they 
would have paid at rates prevailing in 
1924,” said William F. Ham, presi- 
dent of the company, in his last an- 
nual report. 

Thus it is not difficult to under- 
stand the purport of the following 
passage in a report of a recent hear- 
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ing before a congressional committee: 


“SENATOR BincHAM: Mr. Ham, 
have any of the local organizations, 
like the board of trade or any of the 
neighborhood associations, passed 
any resolutions of protest against the 
operations of your company and its 
charges ?” 

Paes Ham: No; not that I know 
re) Le 


em of the aftermath yet to 
come, such, for example, as 
that attaching to the prospective ar- 
rival at rock bottom in the matter of 
consecutive lowering of rates? 

Nobody ventures more than a 
vague guess. Its officials are of the 
opinion that the company probably 
will continue to earn, during at least 
several years more, above the allowed 
74 per cent base return—on a de- 
scending scale probably but yet suf- 
ficiently to carry rates down material- 
ly below present levels. Some of the 
attachés of the utilities commission 
think that something like rock bot- 
tom will be touched within the next 
year or two. 

What will be the public reaction to 
static, even though low, rates, or, to 
a reversed trend of earnings produc- 
tive of rate increases? 

Nobody knows. 

But so far the profit-sharing ar- 
rangement has been, from every point 
of view, a success. Yet other pub- 
lic utilities companies and commis- 
sions have not been falling over them- 
selves in any rush to copy the plan. 
Folks in position to know say that 
nothing quite like it is in vogue else- 
where. 

But perhaps that will come later. 
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HE modern policy of a “regulated 
monopoly” of public utility service 
is somewhat misunderstood by the aver- 
age consumer of utility service. 

It is often thought that in return for 
the right to regulate the companies are 
guaranteed protection from competition, 
and in addition to that are guaranteed 
a reasonable return on present value of 
their property. 

The state, of course, does not guar- 
antee this return. It merely lets the 
utilities earn it if they can. 

It does not protect them from com- 
petition with other services which might 
be substituted for the utility service. 
If, for example, a gas company wants 
to introduce gas for household heating, 
it must compete with coal and oil. If 
an electric company wishes to put elec- 
tric refrigeration in the homes it must 
reckon with the ice man. 

Neither does our modern policy of 
regulation guarantee freedom from 
competition of utilities of the same 
kind. It protects the existing utility in 
order to prevent duplication of costly 
facilities in the interest of better serv- 
ice and lower rates. It protects the 
established company only so long, how- 
ever, as the company behaves itself and 
fulfils its duty to the public. 

The company has no inherent right 
to protection. The protection can be 


withdrawn at any time the state wishes. 
This protection is a matter of legisla- 


A Public Utility Monopoly Is Not Guaranteed 


tive discretion not renewable by the 
courts. No constitutional barrier stands 
in the way of a return to the old com- 
petitive method of transacting utility 
business, if the state should at any time 
desire to change its policy. 

The California commission recently 
allowed competition in the ferry busi- 
ness on the ground that the established 
ferry was rendering inadequate service. 
The supreme court of the state, on a 
review of the commission order, said 
that the state had never gone to the 
length of guaranteeing monopoly in all 
cases, but had at all times deemed the 
public interest as of paramount im- 
portance. 

The Supreme Court of the United 
States has held that the power to regu- 
late is not the power to destroy; but 
this has been applied to the effect of 
regulation on the company’s income. 
Rates must not be so low as to amount 
to confiscation. The Constitution pro- 
tects the utilities at that point. 

But there is nothing in the Consti- 
tution as the court said which guaran- 
tees any right to monopoly. The dis- 
cretionary powers of the commission to 
admit competition of like utilities in the 
utility field is, therefore, a most power- 
ful deterrent against misconduct. The 
public is well protected against any 
abuses which might flow from prevent- 
ing competition in the case of like util- 
ity services in the same field. 
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The Public Utility that 
Is “Misunderstood” 


The part that is played by the public relations counsel in guiding 
the corporation’s policies in the attainment of its objectives. 


By EDWARD L. BERNAYS 
Pres: relations is not a mystery. 


It embraces every contact a util- 

ity, (or any other organization 
or individual for that matter), has 
with the public or any part of it. 
Every printed or spoken word, every 
act, every product or service that goes 
to make up the public concept of a 
public utility, is part of its public re- 
lations. 

The behavior of the public toward 
the organization is the result of those 
impressions. 

Public preference for a public util- 
ity may mean an informed good will 
that will accept a justified rate raise 
or service charge. It may mean using 
more of the commodity. It may 
mean more investment of capital. It 
may mean legislation helpful to the 
utility. It may mean granting fran- 
chises and charters. It may mean 
prompt payment of bills. It may 
mean reasonable demands for service. 


S INCE a utility is concerned with the 
public’s attitude, it needs to know 
and to act on important principles: 

1. There are psychological princi- 
ples behind all behavior. He who 
would influence or attempt to control 
behavior needs to understand these 
principles. 

2. Behavior is reciprocal. The 
public attitude towards an organiza- 
tion reflects the organization’s atti- 
tude toward it, and that attitude 
must be expressed in acts, not mere 
words. The public must be definitely 
guided and influenced toward the de- 
sired actions. 

3. The public is not a mass; it is a 
series of interlocking groups with 
varying motivations and there is a 
definite technique of moulding differ- 
ent groups toward an end. 

To apply these principles correctly, 
the organization must be clear as to 
its own objectives. It must keep con- 
stantly aware of public trends which 
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affect it so that it can set out instantly 
to modify its behavior to conform to 
the trends or to modify the trends if 
they run counter to its purposes. 


iy is obvious that the desire of a 
utility for quick profits might dic- 
tate one policy; the wish for perma- 
nent good will another; the need of 
more capital a third; the necessity to 
avoid ruinous competition a fourth, 
and so on. In practice, it generally 
happens that there are several objec- 
tives and that a technique is adopted 
which reconciles procedure toward all 
of them, with emphasis placed accord- 
ing to relative importance. 

With the policy established, the 
next important thing is to adhere to 
it. It should be modified only as ob- 
jectives shift. 


. I ‘HERE are public utility executives 


who think that a sound public 
relations policy is merely getting fav- 
orable articles into the newspapers to 
build good will or to assuage the pub- 
lic’s anger. 

That is not a public relations pro- 
gram any more than the paint on a 
house is the architecture. Deeper 
than that, a real public relations pol- 
icy starts at the root of the organiza- 
tion’s corporate life and deals with 
basic principles and practices. It 
starts on the inside and carries 
through to the outside. The public 
may only see the surface; the policy 
goes through to the core. 

It is essential that the policy suf- 
fuse the entire organization, from the 
decisions made at the directors’ con- 
ference table to the man who reads 
the meters. Unless we have complete 
understanding of the corporation’s 
ends and some one to see that every- 


one and everything are in harmony in 
working towards those ends, the pic- 
ture the public gets is muddled. 


eg public support is the key to 
all forms of corporate success, 
the importance of getting and hold- 
ing public support is paramount for a 
public utility and public contacts can- 
not be permitted to be haphazard. 

The need for skilled shaping of 
such a policy, and the necessity for 
guidance of specific actions to make 
the policy effective, have created the 
profession of “public relations coun- 
sel.” 

As an intermediary between the 
public and the organization, he inter- 
prets each to the other. Being inde- 
pendent—neither too closely involved 
in the details of his client’s business 
nor isolated from its interests—he 
acts as an impartial observer and ad- 
visor. 

The public relations counsel’s rec- 
ommendations and activities depend 
on many factors. As the public mind 
varies, the procedure must be varied. 
Economic, social, and political forces 
react on the public at large, on sep- 
arate groups, on communities; and 
public relations policies and actions 
must keep in step. 

Thus, it becomes the task of the 
counsel on public relations to observe, 
analyze, and interpret the public’s 
state of mind to his client and advise 
the client to modify its behavior ac- 
cordingly and to shape the public’s 
attitude toward his client. 


Ree public relations counsel must 
know the groups of which the 
public is composed. He must know 
how to resolve any community into 
its component groups. He must take 
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into consideration group leaderships 
and evaluate the degree of influence 
that such leaderships exert over the 
followers. It is necessary to know 
the special interests of these groups 
and to devise methods to reach their 
attention and cause their action. The 
public relations counsel must then 
direct his appeals on these bases. 

If the public utility has been mis- 
understood in whole or in part by its 
public or parts of it, he starts the 
work of education or reéducation. 
If the client has been at fault in old 
avoidable practices, he points the way 
—first, to modification, and second, 
to reflection of that modification to 
the public. Again, if the client wish- 
es to embark on new practices, he sets 
about gaining awareness of and ac- 
ceptance for these. 


H™ can these things be done? 
First of all, by bearing in mind 
that the competition for attention is 
fierce and keen, that the public is often 
lethargic except towards its own in- 
terests and that it responds slowly and 
tepidly to abstract ideas—but swiftly 
and warmly to events. He must have 
a clear idea of what the public wants 
and will accept, a practiced knowledge 
of how to fit acts and utterances, im- 
pressions created by his client to those 
deep-rooted reactions of the public. 

To dramatize his client to the pub- 
lic in furtherance of the client’s 
specific objectives, he must lift its 
particular ideas and acts above the 
mass. He must do for the idea, or 
the event chosen to propagate it, 
what the newspaper headline does for 
the news story. 

It must be easy for the public to 
pick out the issues. The forcefulness 
with which they are set forth, the 


soundness with which the appeals are 
launched along the lines of proven 
response, establishes the degree to 
which they will overcome the normal 
tendency of the people’s attention to 
flicker to other things. Every arrow 
must be aimed sharply to pierce bar- 
riers of indifference. 

To do this, the public relations 
counsel must create news, not merely 
news of a sort, but news which states 
his client’s message in terms of action 
and ideas appealing strongly and di- 
rectly to interests of the public. And 
he must know how to create good will 
under auspices of authority that will 
give the necessary momentum. 

Fine shadings of emotion and rea- 
son are not understood by the people. 
The appeal must be expressed in facts, 
lifted from the whole subject, and de- 
veloped into events so that they can 
be readily grasped. 


N° two clients, even within a given 

field such as public utilities, ever 
have precisely the same problem. 
Very often skilled, quick attack can 
solve a problem; again prolonged and 
intensive work is necessary so that a 
drive can be made toward the objec- 
tives for a prolonged period and 
through every avenue of approach— 
the newspaper, the magazine, the ra- 
dio, the moving picture, the pamphlet, 
the letter, the lecture platform, the 
cartoon, the natural group cleavages 
of society, and others specially ap- 
plicable to a given situation. 

The tremendous advances in the 
mechanical transmission of ideas have 
created a condition where the conflict 
for attention becomes continually 
greater and greater. The counsel on 
public relations helps industry to se- 
cure the attention it needs. 
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Remarkable Remarks 





L. H. Rosstns 
Newspaper columnist. 


Girrorp PincHor 
Governor-elect of Pennsylvania. 


Ep Howe 
The “Sage of Potato Hill” 
in Kansas. 


C. M. Rietey 
Of the General Electric Co. 


Josern B, EastMAN 
Interstate Commerce 
Commissioner 


A. B. WALTON 
An accountant of North 
Olmsted, Ohio. 


Bernarp J. MULLANEY 
Vice President, Peoples Gas Light 
& Coke Co. 


Epwarp KEATING 
An editorial in “Labor.” 


Jupson Kinc 
Director, National Popular 
Government League. 


“The political orators open the campaign. Simultane- 
ously the American Gas Association meets.” 


* 


“Utilities are issuing orders to their employees to vote 
against Pinchot, under threat of discharge.” 


> 


“The evidence is that while democracy is always popu- 
lar, it is rarely honest in public affairs, and never effi- 
cient.” 

e 


“Each average United States factory worker uses 
three times as much horsepower as each British factory 
worker does.” 


> 


“Intellectual dishonesty is the bane of our political 
life. It probably ranks higher in this respect than finan- 
cial dishonesty or stupidity.” 


¥ 


“The late P. T. Barnum, even in his prime, was an 
amateur and a piker compared with some of our utility 
executives in attempting to feed the public with bunk.” 


* 


“None but the blind, the deaf, and the dumb are justi- 
fied in doubting the existence of organized effort in this 
country to change the character of our government in 
its relation to all business and industry, and make the 
United States a socialistic nation.” 


> 


“Chicago gangs are running riot now because the 
community has been corrupted and debauched for years; 
and the chief agents in that debauchery are the public 
utilities and the newspapers.” 


* 


“The cold official record of the past nineteen months 
proves that this administration, aided by a few power- 
trust Democrats, is just as much opposed to honest 
regulation as to public ownership.” 
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Excerpt from petition filed by 
Boston Central Labor Union. 


Ricumonp B. Keecn 
People’s Counsel for the 
District of Columbia. 


Mattuew S. SLoan 
President, New York 
Edison Company. 


Hersert Hoover, Jr. 
Radio technician. 


Wurm E. Rinc 


Washington, (D. C.) journalist. 


Martin J. INcuLy 
President, Middle West 
Utilities Company. 


Rosert Cruise McManus 
Magazine writer. 


W. Atton Jones 
President, National Electric 
Light Association, 


“The public is entitled to compensation by way of 
reduced rates for services rendered in the form of 
physical exertion in becoming nonpaid telephone opera- 
tors through installation of the dial system.” 


> 


“I am informed by officers of the Stop Me and City 
(taxicab) concerns that they intend to start a barber 
shop to give shaves, haircuts, and. shoeshines to their 
drivers free and a lunchroom to sell them food at cost.” 


* 


“Those who are engaged in the submetering and re- 
sale of electricity within our franchise territory to 
thousands of tenants who would otherwise be our cus- 
tomers, are now objecting to our proposals for reduc- 
tions in rates to our customers.” 


* 


“The airplane will open a new era in transportation 
economics, and in so doing it should aid, not hamper, 
all the older transport mediums. The reason is that 
speed has always produced more travel, and increased 
travel aids all transport systems.” 


* 


“Rumor now has it that the power trust is plotting 
to send a beautiful blonde hireling down to Governor 
Huey Long with instructions to demand nothing less 
than the chairmanship of the Louisiana Public Service 
Commission.” 


> 


“The proponents of government ownership and 
operation are never interested in those things in which 
the individual has failed. What they want are those 
institutions of which individuals have made outstand- 
ing successes.” 


* 


“By a change in the personnel of the public utility 
commission, Governor Franklin D. Roosevelt succeeded 
in altering its character from that of a judicial and 
largely useless body to one charged with representing 
the public against private interests.” 


* 


“It behooves the electric light and power companies 
everywhere to take notice of public disapproval, whether 
warranted or not. Where it is unwarranted, it is in- 
cumbent upon us to answer the unfair attacks which 
caused unfavorable opinion. Where the disapproval is 
warranted, we must correct the mistakes which prompt- 
ed such disapproval.” 
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What Is Unconstitutional 
About a Fixed Rate Base? 


THE EDITORS’ FOREWORD 
I; the July 10th issue of this magazine, Dr. John Bauer, the well- 


known utility rate expert, expressed his views on “The 
Rate Base: Why Is It Unconstitutional ?” 


Fixed 
In the November 13th 


issue, Mr. William M. Wherry, the noted authority on constitutional 
law, answered Dr. Bauer in his article “Is a Fixed Rate Base Con- 


stitutional ?” 


Here is Dr. Bauer’s reply to the points raised by his 


friendly adversary in this editorial debate. 


By DR. JOHN BAUER 


cussion upon the legal questions 

involved in establishing a fixed 
rate base, in my previous article, I 
proceeded with the assumption that 
the present undefined and variable 
rate base as represented by “fair 
value” is not suitable for the purposes 
of regulation, that a fixed rate base 
is essential to make rate making finan- 
cially sound and effective from the 
administrative standpoint, and that 
this would protect alike both consum- 
ers and investors in public utility 
properties. 

On the basis of this assumption, 
Mr. Wherry concedes the correctness 
of my legal analysis that a law estab- 
lishing a fixed rate along the lines that 
I proposed, would not be unconstitu- 
tional, in the following words: 


be the purpose of centering dis- 


“Of course, if a statute were in 
fact essential to the making of rates 


and actually protected the rights of 
both consumers and investors in pub- 
lic utility properties, there would be 
nothing unconstitutional in such 
legislation.” 


Exactly ! 

We come back, then, to the ques- 
tions of fact, whether systematic rate 
making is practicable under the pres- 
ent undefined and variable “fair 
value” rule, and whether a fixed rate 
base is not essential to sound financial 
regulation and effective administra- 
tion in the interest of both consumers 
and investors. As a paraphrase to 
my assumption, Mr. Wherry says: 


“Assume that the legislature fixed 
the rate base, which became unfair 
to the customers and also unfair to 
the company. Is there any reason to 
suppose that the courts would not de- 
clare it unconstitutional ? 

“Tt is only when a statute is not 
fair, either to the customer or to the 
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company, or to both, that the consti- 

tutional question arises.” 

Again, exactly! 

As an economist, I feel gratified to 
have a lawyer of Mr. Wherry’s stand- 
ing agree with me on constitutional 
law. Where we disagree, therefore— 
if indeed we disagree at all—is on 
basic economic facts involved in the 
policy of rate making. 


: this problem of rate making we 
face these fundamental questions: 

(1) Can rate making be effectively 
administered under the present un- 
defined and variable “fair value” 
standard ? 

(2) Does that standard preserve 
financial stability either during rising 
or falling prices? 

(3) Does it provide systematically 
for the expected returns to the in- 
vestors through all shifts in price 
level? 

(4) Does it make available con- 
sistently the new capital as needed in 
the interest of industry and the public 
at large during periods of falling as 
well as rising or stable prices? 

I have already given the answers in 
my previous articles in this magazine, 
and I have set out the facts fully in 
other publications as well.’ Not to 
repeat, I merely state now that as to 
every one of these basic questions, the 
facts stand inexorably against the 
present undefined and variable “fair 
value” as rate base. This standard 
fails to comply with any reasonable 
criteria for satisfactory rate control. 

Conversely, I submit that the fixed 

1See “Adjusted Actual Costs,” Pustic 
Uriuities FortNicGHtty, May 2, 1929; “Valua- 
tion Yardsticks,” idem, April 3, 1930; for 


comprehensive discussion, see “Effective Reg- 
ulation of Public Utilities,’ (Macmillan, 


rate base that I have proposed would 
measure up to every requisite of de- 
sirable rate regulation. 


SHOULD start in each instance with 
the existing properties, and place 
a present fair valuation upon them, 
giving due regard to the fact that the 
amount would be permanent, not sub- 
ject to further variation, and that it 
would be fully maintained and con- 
served in the interest of the investors 
in so far as rates could be made high 
enough for that purpose. 

This initial valuation would be 
placed upon the books of the com- 
pany as a permanent figure for the 
existing properties, and to the amount 
would be added actual additional in- 
vestment in improvements and exten- 
sions. The properties would be fully 
maintained out of operating expenses, 


including adequate provision for de- 


preciation. The amount of the rate 
base would appear at all times as a 
definite quantity, beyond dispute, on 
the books of the company, under con- 
tinuous commission supervision. 

The rate of return on the initial 
valuation would be placed at a rea- 
sonable but fixed amount, probably 7 
per cent in most instances, with ad- 
justments according to special cir- 
cumstances, and then upon subsequent 
investments there would be allowed 
the actual cost of money as required 
in the issuance of securities as new 
capital is needed for the expansion of 
the properties. 


| Bape back upon the criteria of a 
desirable rate base. 

First, under the proposed plan, rate 
making would be capable of syste- 
matic administration ; without dispute 
and litigation over valuation and re- 
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If a Fixed Rate Base Were Established by Statute 


“T F a fixed rate base as proposed were estab- 
lished by statute, and if the plan were 
recognized to embody a fair objective stand- 
ard, and, therefore, constitutional, then there 
would not be any subsequent increase in value, 
nor decline, whatever the changes in purchas- 
ing power of money or the shifts in price level. 
This ts the economic fact which is 
fundamental to proper consideration of the 
constitutional consequences that would follow 
the establishment of a fixed rate base.” 





turn, rates could be promptly in- 
creased or decreased according to the 
facts as shown by the company’s ac- 
counts. 

Second, there would be maximum 
financial stability—because the actual 
cost of money as new securities are 
issued would be systematically pro- 
vided for as a fixed and definite right 
of the company; there would be no 
speculative factors either during ris- 
ing or falling prices to affect the se- 
curity values or the credit of the com- 
pany. 

Third, the investors would know 
exactly what to expect as they con- 
tribute capital to the business, and 
they would be safeguarded in the re- 
turn to which they are entitled. 

Fourth, with these assurances as to 
return and with the effective admin- 
istrative standards and machinery, 
there would be available constantly all 
the capital that would be needed for 
expansion to meet industrial and pub- 
lic needs. If the cost of money in- 
creases, the higher rate would have to 
be paid on the capital thus actually 
invested. At every point of new capi- 


tal expenditures, the returns required 
would become a fixed burden on the 
ratepayers, on the basis of actual cost 
to the company, under commission 
supervision and approval. 


_ is there in this plan that 
would be or could be unfair to 
investors or consumers? 

I admit, of course, that if it proved 
to be actually unfair as a matter of 
broad policy, it would be invalid not- 
withstanding any legislative declara- 


tion of public needs. But the ques- 
tion is, how could it possibly be un- 
fair, if considered with the problem 
of regulation as a whole? 

It could be declared unconstitu- 
tional only if it were clearly proven 
to be unjust and confiscatory. 

Mr. Wherry does not point out 
definitely how, in any respect, the pro- 
posal would be unfair and discrimina- 
tory. He conceives unnamed possi- 
bilities—which, if they materialized, 
would render the plan unconstitu- 
tional. 

What are these possibilities ? 

In formulating the plan I was par- 
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ticularly careful to meet the require- 
ments of fairness and to provide 
actually for reasonable dealing all 
around. I challenge anybody to take 
up any basic factor and show where- 
in the proposed fixed rate base would 
be unfair. I challenge him also to 
defend the present “fair value” with 
reference to the criteria set out 
above,—or to say that the criteria are 
not applicable! 


M rk. WuHeErry falls back upon the 
general conception of value 
that is involved in rate regulation. 
He assumes, as many lawyers do (and 
as pointed out in my previous article), 
that there is an inherent value in a 
utility property, and that somehow 
this constitutes a _ self-determining 
quantum which automatically rises 
and falls with changing conditions— 
and that any legislative effort to ig- 
nore this fluctuation when it has 
taken place is per se unconstitutional. 
This rise and fall or flux in value is 
conceived as somehow connected with 
the change in the purchasing power of 
money. Without stating any definite 
relationship, Mr. Wherry assumes 
that as the value of the dollar de- 
clines, the equivalent money value of 
a utility property increases; converse- 
ly, as the dollar value rises, the cor- 
responding money value of the utility 
property declines ; and that such actual 
shifts of value cannot be disregarded 
in any policy of rate control estab- 
lished by legislation. He speaks with 
assurance as to the right of the com- 
panies when the property values are 
said to have increased, but is less cer- 
tain as to the rights of the consumers 
when the values are assumed to have 
fallen. But does not this doubt on 


the one side shake the certainty on the 
other? 

Mr. Wherry’s constitutional con- 
tention would doubtless be right, if 
his economic views were correct. 
My challenge, therefore, does not in- 
volve the law, but the economic facts, 
—where I feel much more at home. 

As an economic proposition, I be- 
lieve that Mr. Wherry is wrong in 
his assumption that there is any self- 
determining connection between the 
value of a utility property and the 
change in dollar value. I went into 
this matter at some length in my pre- 
vious articles, and shall not repeat the 
details of my analysis. 

I shall merely say that the ultimate 
value of any business property de- 
pends upon its earning power, and 
this has no direct casual dependence 
upon the purchasing power of money. 
A competitive property which is not 
subject to regulation is free to fix 
the charges for its product as it 
pleases, and the value of the prop- 
erty is dependent upon the resulting 
earning power. 


S° does the final value of a utility 
property depend upon the rates 
that are fixed, but they must first be 
based upon a prior “fair value” or 
rate base whose fairness must be de- 
termined without regard to earning 


power. The criterion of such a fair- 
ness must be independent of ordinari- 
ly inherent value factors. If, there- 
fore, a fixed rate base as proposed 
were established by statute, and if the 
plan were recognized to embody a fair 
objective standard, and, therefore, 
constitutional, then there would not 
be any subsequent increase in value, 
nor decline, whatever the changes in 
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purchasing power of money or the 
shifts in price level. This is the eco- 
nomic fact which Mr. Wherry’s arti- 
cle has ignored, but which is funda- 
mental to proper consideration of the 
constitutional consequences _ that 
would follow the establishment of a 
fixed rate base. 

Mr. Wherry states that if condi- 
tions change, rates must change, and 
that my proposal ignores the facts. 

What are the facts which I ignore? 

I certainly realize that there is a 
constant shift in price levels, but I 
also recognize that this shift, when 
carried into utility valuations under 
the “fair value” rule, makes the ad- 
ministration of rate making an im- 
possible task, produces financial in- 
stability, fails to assure the investors 
the returns that were reasonably ex- 
pected, and will not make available 
the new capital as needed for public 
purposes. And the fact is that the 
proposed rate base, with the proposed 
return, would meet reasonably every 
one of these requirements for finan- 
cially sound and effective regulation. 
Is it not Mr. Wherry who ignores 
these fundamental facts of financial 
and economic relationships that are 
involved in the system of regulation? 


M R. WHERRY returns to the con- 


demnation analogy. I repeat 


e 


that the only possible analogy appears 
at the point of time when ordinary 
condemnation takes place and when 
private capital is put into utility de- 
velopments. Whenever a private 
property is taken for public purposes, 
it is valued then and there, and the 
basis of compensation is fixed once 
and for all for the previous owner; 
there is never any subsequent revalua- 
tion and change in the basis of com- 
pensation. 

What the fixed rate base proposes 
is that the same policy of fixed com- 
pensation be applied to utility invest- 
ments. So far as existing properties 
are concerned, no such definite stand- 
ards prevailed when the capital was 
dedicated to public use; hence the pro- 
posal is to fix a sum now on the basis 
of present-day conditions—but to fix 
the amount once and for all, just as 
in the case of condemnation. For 
future properties, the amount would 
be fixed definitely when the private 
capital is turned over to public use; 
that is, the actual cash value at the 
time the capital is made public. This 
would remain permanently the fixed 
basis of compensation, as in the case 
of condemnation. 

No one, certainly, would propose to 
make modifications in the valuation 
after the public-taking in condemna- 
tion has occurred. The value as de- 


tion is free to fix the charges for its product as it pleases, 


q “A COMPETITIVE property which is not subject to regula- 


and the value of the property is dependent upon the result- 


ing earning power. 


So does the final value of a utility 


property depend upon the rates that are fixed, but they 
must first be based upon a prior ‘fair value’ or rate base 
whose fairness must be determined without regard to 


earning power.” 
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termined would remain notwithstand- 
ing any subsequent changes in price 
level. In the case of the utilities, the 
physical property is never taken, but 
the dedication to public purposes oc- 
curs at the time capital is contributed. 
This is the real time of the taking, 
and it is then that a definite basis of 
compensation should be established. 


F such a fixed rate base were estab- 
lished, investors would know the 


voted to public purposes; regulation 
would rest upon definite standards; 
and adequate capital would be assured 
at all times for all public needs. 

Where, then, is there unfairness to 
any group? 

Where is there any change in value 
that must be recognized as a consti- 
tutional matter? 

And where is there anything in the 
law of condemnation that stands in 
the way of the establishment of a 


terms under which their capital is de- fixed rate base? 








The Over-regulated Business Worm Turns 


A citizen’s reply to his creditors 


ae) | WIsH to inform you that the present shattered condition of my 
bank account makes it impossible for me to send you a check 
in response to your request. 


“My present financial condition is due to the effects of Federal 


laws, Provincial laws, County laws, Corporation laws, By-laws, 
Brother-in- laws, Mother-in-laws, and Outlaws that have been foisted 
upon an unsuspecting public. Through these various laws, I have been 
held down, held up, walked on, sat on, flattened, and squeezed until 
I do not know where I am, what I am, or why I am 


“These laws compel me to pay a merchant’s tax, capital stock tax, 
excess tax, income tax, real estate tax, gas tax, property tax, water 
tax, light tax, cigar tax, street tax, school tax, syntax, and carpet tax. 


“The government has so governed my business that I do not know 
who owns it. I am suspected, expected, inspected, dispected, examined, 
reexamined, informed, required, commanded, and compelled until all I 
know is that I am supposd to provide an inexhaustible supply of money 
for every known need, desire, or hope of the human race, and because 
I refuse to donate to all and go out and beg, borrow, and steal money 
to give away, I am cussed and discussed, boycotted, talked to, talked 
about, lied to, lied about, held up, held down, and robbed, until I am 
nearly ruined, so the only reason I am clinging to life is to see what 


on earth is coming next. 
—By courtesy of the Firtn District BANKER. 
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As Seen from 


the Side-lines 





T never rains but it pours. Conserva- 
I tively minded gentlemen interested 
in the subject of public regulation and 
its political reflexes have by this time 
arrived at some analysis of that polit- 
ical cataclysm which is called an off- 


year election. 
* * 


Ir was an off-year; off the reserva- 
tion. 

* * 

From the Platte in the Nebraskas to 
the Merrimac in New England the peo- 
ple chose to abide their faith very large- 
ly in those candidates who happened to 
have been apostles of rigid, firm, and 
inflexible regulation of public utilities, 
amounting in some cases to the philos- 
ophy of public ownership. 

* * 

Senator George W. Norris (not the 
grocer), was subjected to a terrific duel 
in the primary contest calculated to en- 
large such weaknesses in the public sen- 
timent as he possibly possessed, with 
the assumption that he would be mowed 
down in the election by the once power- 
ful Gilbert Hitchcock. 


* * 


His enemies said he was more inter- 
ested in running the world than in help- 
ing Nebraska. They said he forgot 
local industry and agriculture while de- 
voting the intensity of his talents to 
Muscle Shoals. They predicted he 
would drag out the bogey of “the power 
trust” and through it attempt to prevail 
upon the humble folks of the buttes and 
cornfields that it would prostrate him 
and, with him out of the way, fasten its 
_— upon the throat of the dear pub- 
Ic. 

* * 

WELL, Mr. Norris did just that thing 
and, lo and behold, he survives all the 
notable opposition and he will come 
back to Washington to continue as ever 


while Mr. Hitchcock will resume the 
work of publishing his newspaper back 
home. 


* a 

Mr. Gifford Pinchot was held up as 
an unforgiving and unretrievable dry in 
a state that, in some spots, is as wet as 
a sponge at the bottom of the sea. He 
was pictured as an astigmatic radical 
who refuses to recognize or admit the 
plenty of good that exists in the world. 
He was deserted by wet machines with- 
in his own party and subjected to the 
vociferous attacks of a diligent and 
hopeful minority. 

* * 

THE cities, where the radical political 
element is supposed to be abundant, did 
desert Mr. Pinchot but the conservative 
folks of the rural sectors, presumably 
the exponents of individualism and least 
interested in imposing any restraints 
upon business, came out as a man on 
election day and by their support put 
Mr. Pinchot back into Harrisburg 
where he can secure much more regula- 
tion than he could by issuing mani- 
festoes from Washington as a private 
citizen. 

* ok 

Mr. Edward P. Costigan, Senator- 
elect from Colorado, was, in the Wood- 
row Wilson days, an apostle of the 
political psychology that “invisible gov- 
ernment” was as harmful to the gov- 
ernment as impure food to the body. 
He recalls the era of lobby investigation 
and the Clayton Antitrust Law and 
from his convictions of that time he has 
never departed. In fact, they have 
grown with him as the days and years 
flitted past. He spoke his theories to 
the electorate. More regulation, less 
consolidated power, was one of his plat- 
form specialties and he won a hand- 
some victory over a gentleman who was 
accused of being much too intimate with 
so-called “predatory wealth.” 
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New Hampshire has never elected a 
governor more than one time. The 
Yankee spirit, there at least, rebels 
against the possibility of autocracy 
creating and after a gentleman has had 
two years in Concord, the good folks 
have insisted that he retire to private 
life, taking his honors with him, lest he 
entrench himself so deeply he might not 
be uprooted. Yet Mr. Winant comes 
back for another piece of pie and he 
urges them to believe that his presence 
is necessary to combat the increasing 
power and plentitude of utility corpora- 
tions. He gets his piece of pie, not be- 
cause it has been a practice to serve pie 
for breakfast in New England, but be- 
cause the folks accepted his exposition 
of the theories and dangers. 

* * 


In adjoining Massachusetts—the Bay 
state will not like the word “adjoining” 
—a young gentleman from western 
Massachusetts campaigned for governor 
on the principle that more regulation of 
utilities is necessary and more conven- 
ience for the people in establishing mu- 
nicipally owned lighting plants is also 
quite necessary. His name is Ely, by 
the way. And he secured election for 
himself, the first Democrat in sixteen 
years, in fact since David I. Walsh, 
now Senator, was the principal occu- 


pant of Beacon Hill. 
* * 


GovERNOR Roosevelt of New York— 
certainly everybody in the country 
knows his views on the public retention 
of the water-power sites and his suc- 
cession to Alfred E. Smith in the cam- 
paigns to that end—won by the total- 
some majority of 725,000. 

* * 


Mr. Thomas J. Walsh, who provoked 
the Federal Trade Investigation of the 
so-called power trust, was a candidate 
for reélection in Montana. He is no 
longer a candidate; he was elected. 

* * 


Anp Mr. James Couzens of Michi- 
gan, who is struggling along manfully 
with his proposal to enlarge, expand, 


and enliven national regulation of the 
public utilities, walked through to as 
fine a victory as any man has achieved 
in many a day. 

* * 

Unrest caused it all, you say. If so, 
how did Mr. Winant, Republican, and 
the incumbent Mr. Walsh survive in 
Montana? How did the dry Pinchot 
carry Pennsylvania and the dry Winant 
and Walsh float through to victories in 
their respective states, if it were caused 
by prohibition, as you may suggest? 

* * 

CERTAINLY the economic distress did 
cause a civil revolution that will increase 
Mr. Hoover’s anxiety and cause the Re- 
publican Old Guard moguls to devise 
some new slogans for the next cam- 


paign. 
* * 


But it is obviously, importantly, and 
impressively the fact that those gentle- 
men who whaled away at the existing 
order of things and coupled the Wash- 
ington administration with utilities and 
organizations of wealth were the ones 
who accumulated the public favor. 

* * 

THERE was a belief current in this 
country that the ineptitude of Washing- 
ton permitted stock gambling to pro- 
ceed to elephantine proportions on the 
promise that real prosperity was here 
forever and could not be interrupted, 
much less debacled and that, when the 
collapse came, official Washington and 
official Wall street were unable to stem 
the devastation and restore confidence. 

* * 

It was that psychology that caused 
the election of the gentlemen above- 
named to a very large degree. And it 
is that psychology which the utilities, in 
concert with other corporations, must 
allay before they can overcome the 
losses they have sustained in the legis- 
lative chambers and executive mansions. 


prime TF Kann tutt 
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What Others Think 





The 57 Varieties of Bus Regulation 


AYMOND S. Tompkins, assistant to 

the president of the United Rail- 
ways and Electric Company of Balti- 
more, writes entertainingly in The 
American Mercury of some of the prob- 
lems of bus transportation. Under the 
title of “Ordeal by Bus” he pictures 
some primary discomforts of the long- 
distance bus traveler. The bus men, he 
says, find the “rider comfort” problem 
dogging them every step they take. He 
says: 


“Statistics show that 20 to 25 per cent of 
the comfort-stops are always running out 
of paper towels. In another 20 per cent the 
traveler has to drop a cent or a nickel in a 
slot to get a towel and a cake of soap. If 
it is afternoon and the place has liquid soap 
— they will be empty nine times out 
of ten. 

In only about 50 per cent of these hotels 
can a disheveled bus rider get a drink of 
water without patronizing the dining-room. 
Where the comfort-stop is a lunch-room or 
restaurant the percentage of times he can 
get a drink without patronizing the lunch- 
counter seems to be virtually negligible. If 
he wants one he will have to buy food or 
else summon up nerve enough to ask for 
one without. This sometimes takes a good 
deal of gall, especially if the lunch-room 
proprietor is a Greek, and one happens to 
be the eighth or tenth in line. At gaso- 
line stops it is not uncommon to see a 
thirsty bus rider clamber out, look wildly 
around for a drinking fountain, and then 
grab the filling-station hose provided for 
squirting water into the radiators, clamp 
his jaws on the nozzle and turn on the 
spigot; and he would be just as happy if it 
turned out to be a piece of gas tubing in- 
stead of a hose. 


sae Ome: of the bus-riding business do 
not understand why these hotel and 
lunch-room proprietors do not do better by 
the loads of potential customers dumped 
into their laps by prearrangement with the 
bus companies. Even if all the passengers 
don’t spend money, some of them will, and 
the comfort-stop place will get the trade to 
the exclusion of the other lunch-rooms and 
hotels. The forward-looking promoters of 
better public service gently adjure the com- 
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regulation, 
Mr. Tompkins says: 


fort-stop landlords to brush up on their 
public relations, fling wide their doors, turn 
on the free water, and wash out the brush 
and comb at least one a week, thus selling 
more pie and sandwiches, attracting more 
customers to the bus line, and so creating 
bigger and better business.” 


MONG the other problems of bus 
operation is that of taxation and 
Discussing these questions 


“Taxation and public regulation occupy 
the bus men’s thoughts in odd moments. 
Nobody seems to know how to tax the bus 
lines or how to regulate them. The opera- 
tors are particularly galled by the often 
repeated charge that their vehicles use the 
public highways free, and they spend con- 
siderable time working out figures to dis- 
prove it. Nor are they grateful to the Na- 
tional Tax Association for emphasizing the 
theory that because the steam railroads pay 
6 per cent of their gross income for taxes 
and 10 per cent for maintenance of way, 
busses and trucks should pay 16 per cent 
of their gross in taxes in order to equalize 
matters. “Any state whose legislature saw 
fit to apply this theory,” threatens Editor 
Carl W. Stocks of Bus Transportation, 
“would promptly lose its bus service in toto 
unless a compensatory raise in rates were 
coincidentally authorized by the public utili- 
ties commission.” But railroad competitors 
of the bus lines are suspected of believing 
that an authorization to raise rates is the 
last thing the bus companies want, for then 
the chief reason the public has for prefer- 
ring bus to railroad travel will disappear. 
Hence, when the bus men cry out against 
equalized taxation, they are said really to 
be crying out against equalized rates, for 
the whole foundation of present successful 
= competition is the cheapness of the bus 
ride. 


(a4 EGULATION of busses is as chaotic as 

taxation. There are almost as many 
brands of regulation as there are states. In 
some states public service commissions have 
jurisdiction, in others, cities handle the job 
through municipal ordinances. In some 
places fares are regulated, in others, not; 
some commonwealths attempt to control 
types of service, others pay no attention to 
service. In Idaho, Oregon, and Nebraska 
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there is no limit to the number of bus com- 
panies that can operate; commissions can- 
not refuse an the right to run a bus 
line by arguing that there is plenty of bus 
service already. Time limits on operating 
certificates range from twenty years to three 
years in different states, but scarcely any 
state really issues a bus certificate or permit 
for more than one year at a time. Twelve 
states have one speed law for busses and 
another, more liberal, for private automo- 
biles. In twenty-four states a bus chauf- 
feur cannot be less than twenty-one years 
old. In other states anybody who can get 
a driver’s license can drive a bus, which 


means that many bus drivers are seventeen 
or eighteen years old.” 


UT in spite of all of the discomforts 

of bus travel, transportation by bus 

is on the increase. It evidently has some 

allurements. Whether the discomforts 

will overbalance the allurements in the 

long run, whether bus travel is a pass- 

ing fancy, or is to become a permanent 
habit, time alone will tell. 


Orpeat sy Bus. By Raymond S. Tompkins. 
The American Mercury. November 1930. 





The Revelation of Public Ownership Propaganda in 
the Investigation of the Utilities Propaganda 


or two years the Federal Trade 

Commission was engaged in investi- 
gating the propaganda activities of the 
public utility industry against govern- 
ment ownership of utilities. The com- 
mission has not yet reported on that 
phase of its investigation. The commis- 
sion refused to investigate propaganda 
activities in favor of government owner- 
ship, on the ground that it was not au- 
thorized to do so by the United States 
Senate. 

Yet there is a need for an investiga- 
tion of this phase of propaganda, states 
George L. Myers, assistant to the presi- 
dent of the Portland Gas & Coke Com- 
pany. He says: 


“The important consideration is that the 
facts about these organized methods and 
extensive propaganda activities cannot ef- 
fectively reach the people nor get a proper 
airing in the press of the nation unless the 
investigation of the Federal Trade Commis- 
sion is extended to admit the documentary 
evidence offered and to exact testimony 
from those prominently and actively identi- 
fied with these organizations. A merely 
limited dissemination of printed copies of 
these documents by those of the industry 
will not get that measure of publicity which 
the importance of the revaluations justifies 
in the public interest and in fairness to the 
public utilities which have been subjected 
to investigation. 

“The consideration given in the presenta- 
tion of evidence in rebuttal and the appar- 
ent lack of news value in the testimony and 
exhibits presented of the practices of or- 
ganizations seeking to promote public own- 


ership were in marked contrast with the 
zealous attempts to elicit information that 
might reflect unfavorably upon the industry 
and the generous space allotted to conspicu- 
ous news reports seeking to be sensational 
in an endeavor to discredit the industry. It 
is difficult to understand why one side of 
the controversy should seem to have so 
much news value and the other side so lit- 
tle. Is there any reasonable justification for 
the activities of the proponents of public 
ownership being made immune from the 
penetrating rays of public investigation? Is 
there any good reason why the revelations 
of such an investigation should not be giv- 
en the fullest newspaper publicity? Do not 
the newspapers have an impartial news ob- 
ligation to the reading public? Can it be 
that the sensational proclivities of those 
proponents and their appeal to the emotions 
of the individual serve to rob our states- 
manship of courage and a proper sense of 
impartial endeavor to serve the ends of jus- 
tice: 

“Still the Federal Trade Commission elects 
not to pursue the propaganda phase of the 
investigation to the conclusion of an impar- 
tial and complete inquiry. Congress does 
not act. Apparently the precincts of radi- 
calism, their forces, resources, methods, and 
practices are not to be invaded by the hosts 
of inquiry. They must be treated with im- 
punity. Nothing must be done to detract 
from the allegations that the public utilities 
are the arch propagandist of the age. 


ee) us presume that those who advo- 
cate public ownership had been the 
subject of investigation and that they had 
submitted documentary evidence of organ- 
ized activities on the part of public utilities. 
Would the Federal Trade Commission have 
been powerless to proceed further in the in- 
vestigation and would it have been reluc- 
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Forbes Magazine 


Pusiic: “Keep off. This engineer suits me!” 


tant to continue it? Would Congress have 
sat calmly and speechlessly? Would the 
partisan press have refused to bespatter its 
front pages with ink—both black and red— 
in a highly spirited demand that the con- 
spirators be brought forthwith into the 
chambers of inquisition? Would the press 
have been as passively interested and un- 
concerned with these demands as it was 
with the request of the utilities? Would 
the demagogue have been lulled into a tran- 
quil state from which he could not have 
been aroused? Would the self-seeking pol- 
itician have scorned such an opportunity 
for political advantage? Heaven forbid that 
such a tyranny, such a despotism, and such 
a recreancy of public duty would have been 
allowed to come to pass, It is only for us 
to conjecture what might have been done, 
but the attempt in the recent investigation 
to misrepresent and distort the evidence of 
the utilities is quite enough to lend credence 
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to the presumption that the investigation 
would have proceeded post haste and that 
the commission would have needed no man- 
date from Congress, but would have unhes- 
itatingly exercised the inquisitorial powers 
vested in it either upon its own initiative 
or upon the indignant demands of the 
Norrises, the Brookharts, the La Follettes, 
the Fraziers, the Thompsons, and the 
Thomases. 


74 HE exhibits are sufficient evidence to 

justify a complete and impartial in- 
vestigation of the publicity practices and 
policies, the relations with educational in- 
stitutions and the legislative activities or or- 
ganizations and conspicuous individuals 
who are exploiting public ownership. The 
time has come not to petition or ask Con- 
gress to act, but to demand it as a square 
deal. There are two sides to this question 
of public ownership. There are citizens who 
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advocate it and citizens who oppose it. It 
is unfair to inquire into the motives and 
practices of one side and not the other. A 
policy of discrimination among citizens is 
utterly indefensible. A courageous and fair 
statesmanship will not subject one side to 
a searching inquiry and exempt the other. 
No questions of controversy can be justly 
or definitely determined by a suppression of 
facts. Anything done by those in author- 
ity to suppress the facts by act or implica- 
tion is tyranny.” 


HE Federal Trade Commission 
was not authorized to investigate 


propaganda in favor of government 
ownership. Perhaps that was a mere 
oversight on the part of the Senate, but 
the Senate, not the commission, would 
be to blame for that. Too often are 
courts and commissions blamed unfair- 
ly for what is in fact a lack of dele- 
gated authority. 

Tue Rapicat CAMPAIGN AGAINST THE Pustic 
Urimiry Inpustry. By George L. Myers. 
Address before the Public Relations Section 
of the Pacific Coast Gas Association; Sep- 
tember 11, 1930. 





The Trend Toward a 5-cent Kilowatt Hour 


6c HAT this country needs is a 

good 5-cent kilowatt hour,” 
was the recent paraphrase by an ob- 
scure janitor of a Washington, D. C., 
apartment house of a famous remark. 
It succinctly voices the objective of the 
electric industry for residential service 
in an average American city. 

Is New York city going to attain this 
objective? 

Officials of the New York Edison 
System claim that it will if its proposed 
rates are approved. 

Critics of the utility claim that it will 
not, pointing to service charges and de- 
mand charges as “strings on a nickel 
rate that is merely dangled before the 
eyes of indiscriminating consumers.” 

If it were ever possible to reduce all 
the complications, movements, and 
countermovements affecting the control 
of electric rates to one small simple pic- 
ture, that task was fulfilled in the state- 
ment of President Matthew S. Sloan of 
the New York Edison System to the 
Public Service Commission of New 
York, October 9, 1930. True, it was a 
picture frankly drawn from the utility 
angle and purported to affect the situa- 
tion in New York, but the terseness, 
simplicity, and scope of Mr. Sloan’s ut- 
terances challenged the interest of 
everyone really interested in such prob- 
lems, regardless of affiliation or locality. 

The primary purpose of Mr. Sloan’s 
testimony was to explain his company’s 
proposal for a $6,000,000 reduction in 
revenues conditioned upon changes in 


rate forms. More specifically, these 
changes involve a new “all time low” 
rate for New York residential consum- 
ers of 5 cents per kilowatt hour provid- 
ed that fixed charges per customer can 
be defrayed through a separate service 
charge of 60 cents per. month. 

Among the important facts developed 
by Mr. Sloan were these: 

That the fixed cost of serving the 
average residential customer wholly 
aside from the cost of current supplied 
is $13.04 a year or $1.09 a month. 

That slightly less than 10 per cent of 
all gross revenues were paid out in va- 
rious forms of public utility taxes. 

That if the company’s current had 
been donated to it and if it did not'need 
any return during the year ending June 
30, 1930, it would still have cost $37.40 
per meter to take care of bare out-of- 
pocket expenses. 

That 25 per cent of the total bills 
rendered by the New York Edison were 
for less than $1 and about 9 per cent 
were for less than 50 cents. 

That almost a half million customers 
under the existing rates were not paying 
the bare cost of serving them. 


M:: SLoan adduced further facts to 
indicate that the well-known 
practice of substituting the minimum 
charge for the service charge in order 
to disguise or conceal charges for fixed 
costs so as not to disrupt public relations 
was not feasible in this instance since 
the minimum bill would have to be as 
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Copyright, 1930 by N. Y. American, Inc. 


A HEARST VIEW OF PRIVATE vs. MUNICIPAL CONTROL 


Published in the nation-wide chain of Hearst newspapers on the eve 
of the elections of November 4th, this cartoon was designed to aid 
those candidates who advocated government ownership of the electric 


utilities. 


The source of the figures indicating the relative costs of 


electricity in the American and Canadian homes was not given. 


high as $1.94 per month to cover fixed 
‘charges with any degree of economy or 
equity and yet retain the 5-cent kilowatt 
hour feature. Cutting the minimum 
rate to $1 would necessitate an increase 
in the commodity rate to 53 cents an 
hour. 

Commenting upon the justification 
for the proposed revisions, Mr. Sloan 
condemned the discrimination between 
the various classes of consumers in the 
existing rates. He stated: 


“Is it fair to stop the burdening of one 
home with part of the bare costs of carry- 
ing another home as a customer on our 
books and keeping electric service available 
to that other home? I do not believe that 
our rate making can take into account so- 
called rich or poor, as such, or be based 
upon supposed ability to pay. But it would 
be a mistake to assume that the great body 
of the casual, intermittent, or convenience 
users of electricity are to be found pre- 
ponderantly among the wage earners or 
those in the most moderate financial cir- 
cumstances. The thousands of private 
houses and large apartments only infre- 
quently occupied, which abound in some 
parts of our territory, suggest a contrary in- 
ference.” 
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QO’ special interest at this time was 
Mr. Sloan’s remarks regarding the 
future business outlook of the electric 
industry in his territory. He said: 


“If you could tell me what will be the 
business conditions affecting the use of our 
energy during the next year or two, I could 
form some better idea. I am not preaching 
any pessimistic word about general business 
conditions and prospects but I do know the 
tendencies which are now at work as to our 
sales of energy. We have about caught up 
with the large amount of building construc- 
tion undertaken a year or two ago. We are 
still getting the increases which come from 
that but it is about over and I do not see 
any program of new building projects com- 
ing along to keep up the trend. Certain it 
is that industrial conditions are tending now 
to decrease very substantially the use of 
energy for power and commercial uses, and 
to some extent even for residential uses. 
Unless we put into effect this change in 
the form and amount of rates, we may have 
to face actual decrease in our sales of ener- 
gy with substantial falling off in revenue. 
We may experience this added loss even 
with the new rates. 

“The prospect for maintaining an in- 
crease in our sales is none too good. De- 
crease in sales and revenue seems to be in- 
dicated. If, at the present time, I had to 
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submit to the boards of directors of these 

companies a proposal involving a reduction 

of six million dollars, I doubt if I could get 

it approved, no matter how attractive its 
features. 

“IT am not a pessimist about the business 
future of this country and this city, and I 
feel reasonably sure that sooner or later 
there will be healthy and beneficial increases 
under the new rates, but I do not now ex- 

that we will get the six million dollars 

ck in a few months or even in a few 
years. We will do our best to do so as 
soon as we can in better serving our cus- 
tomers with more electricity at lowered cost. 
In the face of conditions which threaten the 
falling off in our sales of energy we are 
prepared to carry out promptly our offer to 


reduce our revenues and our rates as soon 
as our proposals for a unified, simplified, 
and promotional form of rates have been 
approved. We will change and reduce them 
further if and when a fair trial of these 
rates warrant a reduction or change of rates 
from the results of their operations under 
the conditions then existing.” 


In conclusion, Mr. Sloan reiterated 
his oft-repeated views against the prac- 
tice of unregulated submetering. 


Rate Repuction Proposats. Summary of a 
statement by Matthew S. Sloan, president 
of the The New York Edison Co. and As- 
sociated Electric Companies, before Public 
Service Commission, October 9, 1930. 





The Bone of Contention in the Battle Over 
Railroad Valuation—The Recapture Clause 


FTER many years spent in valuing 
the railroads of the country at an 
enormous expense, it is interesting to 
note from the pen of Thomas F. Wood- 
lock, a former member of the Interstate 
Commerce Commission, that there 
would be little real interest in the valua- 
tion question so far as the railroads are 
concerned if valuation were required 
for the mere purpose of rate making. 
Says Mr. Woodlock: 


“The main importance of the valuation 
battle arises from the recapture provisions 
of the act. Were it merely a question of 
ascertaining value for the purpose of rate 
making, there would be little real interest 
in the matter, for everyone by this time— 
everyone, that is, who has had intimate con- 
tact with the controversy—knows that in 
actual practice rates never have been and 
probably never will be made with direct 
mathematical reference to valuation. 

“Railroad values when, as, and if finally 
fixed will serve for little more than a gen- 
eral standard of reference for occasional 
use. But the Transportation Act has creat- 
ed for many carriers very important money 
obligations to the United States, and the 
measure of these obligations depends upon 
the ‘values’ found, so that it is absolutely 
necessary for the interested carriers to es- 
tablish their full rights under the law of 
the land. Therefore, while the recapture 
clauses stand in the act, there is nothing 
= but a long series of bitter legal bat- 
tles. 

“In the middle nineties—after there had 


been a prolonged decline in prices—the ‘lib- 
erals’ of the day fought hard for ‘reproduc- 
tion cost’ as the measure of ‘value,’ while 
the carriers demanded their ‘investment.’ 
Today—after there has been a large ad- 
vance in prices—the ‘liberals’ demand ‘in- 
vestment’ (‘prudent’ at that!) while the 
carriers insist that ‘reproduction cost’ is 
their due. Mr. William J. Bryan’s argu- 
ment in Smyth v. Ames (1895) would stand 
as the carriers’ argument today, while Mr. 
Justice Brandeis’ dissent in the Southwest- 
ern Bell Telephone Case (1922) would ac- 
gd represent the carriers’ position in 


“Further, unless all signs fail, it will not 
be many years before we shall find both 
parties returning to their original positions 
of 1895 after prices shall have gone down 
again to their prewar level. Indeed, we 
need not, perhaps, have to wait more than 
a little while for this shift of position. In 
the electric-power industry fully 60 per cent 
of the investment has been made since the 
great rise in prices following the war, and 
it is probable that at this moment ‘reproduc- 
tion cost’ of plant in the power industry is 
less than ‘book investment.’ It will be in- 
teresting to observe the respective positions 
that the ‘liberals’ and the power companies 
take as to ‘value’ of these plants, in view 
of this fact! (Perhaps the dissent of Mr. 
Justice Brandeis in the O’Fallon Case may 
furnish his disciples with a ‘principle of dis- 
tinction’ so that they can, with some show 
of support, argue for ‘reproduction cost’ in 
the case of a power company and ‘invest- 
ment’ for a railroad. The mere fact that 
the said principle rests upon the fallacy of 
the ‘vicious circle’ need not necessarily 
stand in the way.)” 
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INCE the decision of the Supreme 

Court in the O’Fallon Case, Mr. 
Woodlock says the debate between the 
“liberals” and the carriers has shifted 
somewhat. 

“Thus, since that decision the debate be- 
tween the ‘liberals’ and the carriers has 
shifted ground somewhat. The former now 
complain that the Supreme Court has given 
no real light on the problem, that estimates 
of ‘reproduction costs’ are necessarily pure 
speculation, that such rule as the court has 
laid down is ‘unworkable,’ and that the re- 
sults of its application will surely work in- 
justice to either public or carriers. 

“The latter insist that the rule is clear 
enough, that reproduction-cost estimates are 
sufficiently reliable for all purposes, that 
there is no great difficulty in making the 
rule ‘work’ other than an unwillingness to 
work it, and that any method of valuation 
will favor one or the other party whenever 
a large change in prices occurs.” 


ACK in the pioneer days, when the 
prevailing complaint against the 
railroads and the utilities was that they 
were earning dividends on watered 


stock, valuation was looked upon as a 
panacea for low rates. Valuation was 
made the corner stone of most of the 
new utility regulatory laws. Congress 
felt the impulse of this movement and 
ordered the valuation of railroads which 
has been going on for many years at a 
tremendous cost. The fact of the mat- 
ter is that valuation was not a panacea. 
So far as the utilities were concerned it 
did not show that they were charging 
exorbitant rates. Valuation is not now 
looked upon as quite as important in 
rate making as it once was. It is occa- 
sionally used as a weapon of offense or 
defense in extreme cases where the reg- 
ulation of utility rates is involved. As 
Mr. Woodlock says, the controversy up- 
on valuation is one of the most striking 
examples of “wishful thinking” that can 
be found in economic history. 


IMPRESSIONS or AN Ex-Commerce ComMMISs- 
SIONER. By Thomas F. Woodlock. Bar- 
ron’s. October 6, 1930. 





When Public Utility Employees 
Complain of the Ratepayers 


HAT utilities operated by the gov- 

ernment are not free from criti- 
cisms leveled by ratepayers against pri- 
vately owned utilities is shown by a 
criticism of telephone service which 
comes from Australia according to The 
United States Daily which states: 


“Courtesy to telephone girls is enforced 
by the operators themselves in Australia, 
according to information from the trade 
commissioner at Sydney, James E. Peebles, 
made public on October 16th by the De- 
partment of Commerce. 

“Impolite users of the telephones often 
find their calls cut off or their service sus- 
pended, not through company action but 
through the operators’ method of enforc- 
ing good manners, it was stated. 

“Recent suggestions for improvement of 
Australian telephone service include a 
speeding up of long-distance calls. In 
Australia the telephone system is operated 
by the government, and the Postmaster 
General’s Department, in its report for the 
fiscal year ending last June, announced the 
number of cancellations of telephone serv- 
ice during the year as 37,500. 


“The Department of Commerce state- 
ment of the information from Mr. 
Peebles follows in full text: 

“Suggestions for the development and 
improvement of Australian telephone serv- 
ices are receiving the consideration of 
Australian business leaders at the present 
time. In an article appearing in a promi- 
nent Australian business journal an Aus- 
tralian writer expresses the opinion that 
the country’s telephone system could profit 
greatly by the adoption of more modern 
business methods as applied by well-trained 
executives, salesmen, and advertising ex- 
perts. Improvements in service would re- 
sult in a much larger number of telephone 
calls and revenues could be put in a flour- 
ishing condition, the writer believes. 

“Suggestions for the improvement of 
long-distance service have been offered by 
several of the interested Australians. It 
is pointed out that the average time for a 
long-distance connection in Australia is 
eight minutes, whereas in the United 
States, which the writer uses as a com- 
parison, it is reported that in 1929 more 
than 70 per cent of the long-distance calls 
were completed while subscribers held the 
telephone. 


683 





~ 


) 
‘ 
% 
iA 
; 


has oe Spa ee 


PUBLIC UTILITIES FORTNIGHTLY 


“One of the rather unusual aspects of 
telephone service in Australia has been re- 
ported by subscribers who state that if 
they are not courteous to the “hello girl” 
their calls are likely to be cut off or their 
service is suspended. Apparently such 
punishment for irate telephoners is not al- 
ways meted out, nor is it an official rule, 
but through the insistence of telephone 
employees on politeness it has become a 
common practice, the subscribers state.” 


T is interesting to notice (if this re- 
port is accurate), that it is the tele- 


phone employees rather than their em- 
ployers who insist upon politeness. In 
this country a question as to the sus- 
pension of service for impoliteness 
would hardly be left to the discretion 
of employees. It makes one wonder 
how well organized labor can handle 
public relations in running business. 
CANCELLATIONS OF PHONE SERVICE IN AUs- 
TRALIA Run HicH 1n YEAR. The United 


States Daily, Washington, D. C. October 
17, 1930. 





Publications Received 


Harvests AND HicHutnes. Chicago: Middle 
West Utilities Company; 119 pages. 1930. 


Minnesota YEAR Boox. Minneapolis, Minn., 
League of Minnesota Municipalties. 231 
pages. 1930. Price: $5.00. 


TELEPHONE THEORY AND Practice. By 
Kempster B. Miller. New York: McGraw- 
Hill Book Co., Inc. 486 pages. 1930. 
Price $5.00. 


Tue SoctaL AND Economic Views oF Mr. 
Justice Branvets. By Alfred Lief. New 
York; The Vanguard Press. 419 pages. 
Price $4.50. 


Wreckinc Recutation Atso. By Judson 
King. Washington, D. C., National Popu- 
4 : ~_a, League; 15 pages. October 





Other Articles 


Crisp County Bucks THE Utmities. The 
am Republic; pages 290-292. October 29, 


NaTIoNAL AssocIATIOn Apopts SELF-IMPOSED 
Recutatory Measures. Bus Transporta- 
tion; October, 1930. 


Orpeat By Bus. By Raymond S. Tompkins. 
American Mercury; November, 1930. 


Worth Reading 


TeN QUESTIONS AND ANSWERS ON MERCHAN- 
DISING Poticres. By Marshall E. Sampsell. 
N. E. L. A. Bulletin; pages 599-603. Oc- 
tober, 1930. 


Tue Drirt TOWARD ConFISCATION. By Fred 
W. Sargent. American Bankers Associa- 
tion Journal; pages 278-280 and 375. Octo- 
ber, 1930. 





According to Reports— 


S O difficult is it to become a subscriber to the government-owned tele- 
phone company in Japan that the privilege of having a telephone 


is accorded holders of “lucky numbers” in government lotteries upon 
payment of approximately $420. The only other method of obtaining 
a telephone requires the services of a licensed broker and an even 
larger payment. The Japanese government is so far behind in provid- 
ing facilities to meet the demand for telephone service that the custom 
of one subscriber renting a telephone from another or purchasing it 
outright through brokers, is being extensively followed. 


ax HE number of telephones in use in the United States has increased 
four times as fast as the population during the past decade. The 
new census figures give our population as 122,698,000,—which is 16.1 
per cent more than in 1920, yet there are now more than 20,000,000 
telephones in use, as compared with 12,000,000 in 1920—representing 
an increase of 59.2 per cent in ten years. 
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WHAT READERS ASK 


Out of the mail bag of the editors have come these 
questions; because they touch upon subjects of broad 
interest to those in the public. utilities field, they have 
been selected for publication—together with the an- 
What questions do you want to ask? 


swers. 


QUESTION 


Has the legal profession ever been 
considered a public calling? 


ANSWER 


Not that we have ever heard of. At one 
time surgeons were considered to be engaged 
in a public service, but the ancient books 
make no mention of any inclination to put 
lawyers in the same category. It would be 
very difficult to regulate the rates of either 
lawyers or surgeons on the basis of the regu- 
lation of public utility rates. Both surgeons 
and lawyers would be in a bad way if their 
compensation were limited to a fair return 
on the value of their office equipment. The 
service of both of these professions is per- 
sonal and is usually measured on the basis 
of what the traffic will bear. 


e 


QuESTION 


How long have we had state com- 
missions for the regulation of rail- 
roads and public utilities? 


ANSWER 


The present so-called public service or 
utility commissions were, for the most part, 
the outgrowth of the old railroad commis- 
sions. The first of the railroad commis- 
sions appeared in New England. New 
Hampshire and Rhode Island each established 
a commission in 1844; Connecticut in 1853, 
and Vermont in 1855. New York established 
a commission during the same year. Maine 
followed in 1858, Ohio in 1867, and Massa- 
chusetts in 1869. In 1905, new commission 
laws were passed in Washington, Wisconsin, 
and Indiana, establishing commissions with 
extended powers. In 1885 Massachusetts 
established a board of gas and electric 
light commissioners. In 1905, a commis- 


sion of gas and electricity was also estab- 
lished in New York. 

The modern period of regulation, how- 
ever, is usually said to have begun in 1907 
when Wisconsin extended the jurisdiction of 
its commission to telephone, telegraph, light, 
water, and power companies and New York 
established two public service commissions 
giving them jurisdiction over railroads, street 
railways, common carriers, gas and electric 
companies. Since that time modern public 
utility commissions have been established in 
most of the states. 

e 


QUESTION 


Mark Sullivan says that there ts a 
row on about the Supreme Court and 
that this is likely to become a political 
issue. What is this issue? 


ANSWER 


The issue arises over a difference of opin- 
ion as to what shall constitute the rate base, 
or the basis of the earnings of public utili- 
ties. Ever since the decision of the Supreme 
Court in the case of Smyth v. Ames in 1898 
there has been this difference of opinion. 
Originally when values, as compared with 
costs of building railroads, were low, the 
ratepayers desired the establishment of the 
value rule. Since that time values have 
risen; and for a considerable period the rate- 
payers have insisted that the utilities should 
be limited to earning a reasonable return on 
the investment in their property, rather than 
on its present value. The railroads, of 
course, have also shifted their position. 
They now argue that the return should be 
on present value in accordance with the rul- 
ings of the Supreme Court. 

The issue was very sharply presented in 
the Southwestern Bell Telephone Case in 
which the court was asked to reverse itself. 
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This the court refused to do, but Mr. Jus- 
tice Brandeis, with whom Mr. Justice Holmes 
concurred, took the position that the value 
rule is legally and economically unsound. 

The only way the present law can 
changed, short of an amendment to the Con- 
stitution, would be for the court to reverse 
itself. Hence, from the standpoint of those 
who feel that the present rule is inequitable, 
the importance of securing justices who will 
take the same view as the justices who dis- 
sented in the Southwestern Bell Telephone 
Case, rather than of those who favor up- 
holding the rule which has prevailed so long, 
and under which the rapid development of 
utility service has taken place. 

In the meantime, however, values may fall, 
and in that case, the opposition to the pres- 
ent rule from the standpoint of the rate- 
payers, might well be less intense. 

There are some, however, who object to 
the present rule on the ground of imprac- 
ticability; that is to say, on the ground of 
the difficulty of fixing value. Many also op- 
pose the present rule on the theory that the 
rate base should be stable and certain, which 
it can never be so long as it is based upon 
value. They hold that the rate base should 
be fixed and adjustment made to take care 
of the changing value of the dollar by 
changing the percentage the utilities are al- 
lowed to earn on the rate base. 

Any political appeal for a change in the 
rule, however, will probably be on the claim 
that limiting the utilities to earning a rea- 
sonable return upon their investment, rather 
than on the present value of their property 
would produce lower rates. 
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QuESTION 


What part of the money expended 
for the family budget goes for gas 
and electricity? 


ANSWER 


According to a letter of the Industrial 
Conference Board of April 30, 1930, various 
items of a household budget were appor- 
tioned as follows: food 43.1 per cent; hous- 
ing 17.7 per cent; clothing 13.2 per cent; coal 
3.7 per cent; gas and electricity 1.9 per cent; 
sundries 20.4 per cent. Owing to greater 
increases in other items, in March 1930 the 
per cent of the budget chargeable to gas and 
electricity dropped to 1.46 per cent. On the 
basis of an average weekly wage of $27.59 
this would equal 40.3 cents per week or $1.74 
per month. On the basis of 1.9 per cent, gas 
and electricity would amount to $2.20 per 
month. That is to say the combined service 
of the average would run between 6 and 7 
cents per day. 


QUESTION 


It is reported that a United States 
district attorney in Kansas City, Mis- 
souri, has said he would seek to indict 
@ gas company as a “manufacturer of 
liquor” in connection with the confis- 
cation of an 8o00-gallon still in the 
basement of a garage supplied with 
gas by the gas company, and that the 
indictment would be sought because 
the gas company’s meter was in full 
view of the still and that he considered 
the company culpable in that no report 
had been made by its representative 
concerning the liquor manufacturing 
apparatus. 

Upon what possible ground could 
the company be held liable? 

Is a person guilty of a crime which 
he sees committed but of which he 
makes no report? 


ANSWER 


Of course, we do not know the theory 
upon which the district attorney is proceed- 
ing. Ordinarily a person would not be held 
guilty of a crime which he witnessed but 
which he made no report of. 

In this case, however, it is probable that 
the district attorney will claim that by know- 
ingly furnishing gas to persons who are vio- 
lating the law the company becomes a 
particeps criminis. It has been held, for ex- 
ample, that one who carries wood as fuel for 
a still for the purpose of making whisky is 
guilty of aiding and abetting the manufac- 
ture thereof. (Barnes v. State, 18 Ala. App. 
344, 92 So. 15.) If this is good law, it would 
apply by analogy to gas. Wood is furnished 
for heat and so is gas. 

Not long ago a utility company in one state 
ordered its meter readers to report viola- 
tions of the law coming within their notice 
and this raised a terrific storm of criticism. 
Whatever one may think about the propriety 
of such a proceeding, it certainly raises a 
nice legal question. The difference of opin- 
ion as to the propriety of the action is prob- 
ably based largely upon a difference of 
opinion as to the desirability of the law itself, 
which is being violated. Probably no one 
would object to the company’s representatives 
reporting such illegal acts, for example, 
counterfeiting operations, especially if the 
utility service were used in the manufacture 
of the spurious coins. 
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The Attitude of Union Labor 
toward Utility Employee 
Pension Systems 


HAVE read with interest the article pub- 

lished in the September 18th issue of 
Pusiic Urizities FortNIGHTLY entitled “Who 
Will Pay the Utility Employee’s Pension?” 
by Herbert Corey. This article has moved 
me to express my thoughts on the subject 
in my personal capacity and not as an official 
of the American Federation of Labor. 

As a general policy all organizations 
affiliated with the Railway Employees’ De- 
partment of the American Federation of 
Labor, and in fact, all bona fide railroad 
labor organizations, so far as I know, have 
declared their opposition to railroad com- 
pany pension claims, on the following 
grounds: 

(a): They are employer pension schemes. 

(b): The employer reserves to himself 
all rights and privileges to admihister, or 
change, or entirely cancel the pensions. 

(c): The employee has no legal contract 
stating the terms and conditions under which 
he will secure a pension or the amount 
thereof, nor has he any voice in any of these 
related matters. 

(d): In the national strike of 1922 of the 
Federated Crafts, railroads did cancel em- 
ployees’ pensions who refused to remain at 
work, or to return to work and scab. They 
did call back men whom they had pensioned 
and to whom they were paying pensions and 
— their pensions if they refused to 
scab. 

(e): After this strike was settled certain 
railroads decided to take and they are now 
taking employees out of service when they 
reach the “pension age,” but refuse to pay the 
pension, stating their reason to be that the 
employee went on strike, stayed on strike, 
and did not return to work until after the 
organizations secured a settlement of the 
strike. 

(f): Pensions are, in fact, unpaid wages 
and do have an influence on managers when 
the organizations are undertaking to nego- 
tiate rates of pay. 

(g): Employers’ administration and con- 
trol of pensions offers a feasible and easy 
basis for coercion and intimidation of work- 
ers and have been and are being so used. 


OUT OF 
THE MAIL BAG 
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(h): Employers’ pension plans are gener- 
ally publicly justified by managements as 
representing the big-heartedness of the em- 
ployer, thus pensions become expressions of 
paternalism and not payment of earned com- 
pensation, which they are, in fact. 

(i) : Employers’ pensions are a social men- 
ace and a fraud. They keep many workers 
from buying and paying for the protection 
they know their family should have and will 
need, therefore, are a social menace. When 
they have been promised to the workers and 
they have gone on through life expecting to 
receive this pension and it is then denied 
them, they are a fraud. 

(j): I believe railroad workers prefer an 
adequate wage, secured by collective bar- 
gaining through their organizations, fully 
compensating them for the value of the 
service they render. They may then pro- 
vide, out of these earnings, for such insur- 
ance protection as they may desire. 

(k): I believe our railroad workers are 
opposed to “company pensions” and in favor 
of Federal and/or state old age pensions or 
insurance laws, not only for railroad workers 
but for all citizens. 

I think Mr. Corey has expressed in very 
plain and frank language many of the prob- 
lems involved. 

—B. M. Jewett, 
President, Railway Employees’ Depart- 
ment, American Federation of Labor. 
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The Interference of the Federal 
Courts with Commission 
Regulation 


our article entitled “The Alleged Inter- 

ference of Federal Courts with Regula- 
tion,” in your issue of July 24th, seems to 
me to require an answer. 

In my opinion (and I have had some 
experience in these matters), it proceeds on 
a wholly wrong premise and assumes that 
which, if true, would justify all of the criti- 
cism leveled at the courts and more. 

First: It assumes, as a premise, that the 
courts review the facts, weigh the evidence, 
and reach their own conclusions as to value, 
rate of return, and other necessary findings 
required in rate cases; that they consider 
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the evidence of valuation for the purpose of 
determining what weight they think proper 
to give it, and do not confine themselves 
to a review of the evidence only of ascer- 
taining whether the value found will result 
in confiscation. In other words, that they 
should substitute their judgment for that of 
the commission, presumably chosen for ex- 
perience and training in rate matters. 

If the courts are to finally pass upon evi- 
dence and the weight accorded to the testi- 
mony, then why the useless extravagance of 
a commission? 

If the matter is to be referred to a mas- 
ter without any training in these matters 
and he and the judges take the testimony 
and weigh it and decide, this can as well be 
done in the first instance, and the very 
large expense attendant on the commission 
avoided. 

While, as is said, comparatively few cases 
are taken to the Federal courts, yet those 
so taken are the important ones. It would 
seem that the Supreme Court in many cases 
has held, as Chief Justice Hughes stated in 
the Minnesota Rate Case: 


“We do not sit as a board of revision 
to substitute our judgment for that of the 
legislature or of the commission lawfully 
constituted by it, as to matters within the 
province of either.” 


Second: The article states that McCardle 


v. Indianapolis was the most important of 
the Federal court cases, the result of the 
Indianapolis Case being reproduction cost 


depreciated for the rate base. As to this, 


the Supreme Court says: 


“While some expressions of the district 
judge indicate that he was of the opinion 
that dominant or controlling weight should 
be given to cost of reproduction less de- 
preciation. . . . It is clear that the 
nineteen millions fixed by him as the mini- 
mum value could not have been arrived at 
on that basis.” 


I cannot see how this case is authority for 
oe claim that reproduction value now con- 
trols. 

In the latest case, St. Louis & O'Fallon 
Railroad, the court definitely states: “Thirty 
years ago, Smyth v. Ames announced” the 
rule for finding fair value. And as to repro- 
duction, simply says that there must be con- 
sidered “The present as compared with the 
original cost of construction.” 

The Supreme Court of the United States 
has not declared reproduction cost less de- 
preciation is the basis of fair value. It has 
consistently cited, at least, and presumed to 
follow, the Smyth-Ames Case. At the time 
of that case, reproduction was some fifty 
per cent of the actual cost. William Jen- 
nings Bryan urged that reproduction was the 
basis of valuation. This was opposed b 
the utility and the Supreme Court held with 


the utility that reproduction cost was not the 
basis. Since such time, costs have increased 
until reproduction largely exceeds original 
cost and the utilities, shifting their ground, 
now claim what William Jennings Bryan then 
claimed, that reproduction is the basis and 
some of the lower courts have followed this 
contention. As I read the Supreme Court 
decisions, that court never has. So where 
the lower courts give reproduction, when 
reproduction has gone below actual cost, the 
utilities will then be in position to reassert 
their contention in the Smyth-Ames Case. 
If the Federal courts jockey the rule up and 
down, fixing as the basis of value that which 
produces the most for the utility and pe- 
nalizes the public in each instance, then they 
are entitled to all of the criticism to which 
they have been subjected, and more, but I 
cannot see that the Supreme Court of the 
United States has done this. The utilities 
have been insistent in claiming reproduction 
and that the United States Supreme Court 


has so held. 
; —GaANSON TAGGART, 
City Attorney, Grand Rapids, Mich. 
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Eprtor’s Note 


E think our correspondent is mistaken 
in his belief that the article criticized 
proceeds on the premise he states. 

The criticism bearing upon the reference 
to the McCardle Case is no doubt justified. 
We did not mean to convey the impression 
that the Supreme Court has adopted a rule 
that present value is to be measured by cost 
of reproduction. As we read the decisions 
of the Supreme Court it has never laid down 
such a rule, and we think it never will. Such 
a rule would be as inconsistent with the rule 
that utilities are entitled to earn a return on 
the present value of their property as would 
be a rule that the present value is to be 
measured by original cost. If either of these 
cost factors were the conclusive measure of 
value, we should not have a value rate base. 
We should have only a cost rate base. 

There may be times when reproduction 
cost is a fairly reliable measure of present 
value; there may be times when original cost 
may be an accurate measure of present value; 
there may be occasions when neither would 
be an accurate measure of present value. 

The Supreme Court rule, as we understand 
it, is that reproduction cost is only one of 
the factors to be taken into account in ar- 
riving at present value; but that reproduction 
cost must really be considered and given the 
weight to which it is fairly entitled. A mere 
recital by a commission that reproduction 
cost has been taken into consideration when 
it is apparent from the evidence that it has 
not been given any weight would not be 
enough to satisfy this rule. 
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The March of Events 





Alabama 


Trains Cut to Reduce Expenses 


orE local passenger trains have been dis- 
continued entirely, or mixed trains sub- 
stituted, in Alabama within the past five 
months than for any like period in Alabama’s 
history, according to the records of the pub- 
lic service commission and authorities on the 
history of transportation in the state, says the 
Montgomery Advertiser. This newspaper 
then continues : 
“Alabama, just now, it is pointed out, is be- 
ginning to observe the reaction and the results 
of a revolution in the transportation system 


e 


which has been within the making for the past 
ten years or more. 

“The reason for the discontinuance of the 
local and short haul passenger trains is very 
simple. Each petition discloses that the pub- 
lic is not patronizing the trains, and that for 
months these trains have been operating at a 
loss. Competition has been felt most keenly 
in the passenger traffic. 

“Within the past five months the public 
service commission has received petitions re- 
questing authority to discontinue or to replace 
with mixed train service, 28 passenger trains 
in Alabama.” 


Colorado 


Commission Investigates Exten- 
sion Rules and Regulations 


T= commission on October 27th began an 
4 investigation into the rates and regula- 
tions governing extensions of service by elec- 
tric, gas, and water utilities. The investiga- 
tion was started on the commission’s own 
motion in order to gain information on which 
to revise its regulations concerning the public 
utilities over which it has jurisdiction and also 
municipal plants serving customers outside of 
municipal boundaries. 

The intention is to promulgate uniform reg- 
ulations among the utilities for extension of 
service and reasonable, uniform rates for such 
extensions. 


* 


Gold Rushes, Prohibition, and 
Panics Enter Rate Case 


- the summer of 1859 when a party of 
L placer miners found gold near the present 
site of Leadville, there was a wild rush to 
the new diggings and later, in 1877, when lead 
carbonates were identified, a second rush of 
Prospectors arrived. The census of 1880 
showed a population of 14,820 and when a 
water utility was constructed it was built to 
serve more than 12,000 people. The panic of 
1907 struck Leadville a staggering blow and 
the census of 1910 showed the loss of about 
41 per cent of the population, and by 1930 the 
census showed a population of 3,754 persons. 


This situation has a direct bearing upon the 
rate proceedings of the Leadville Water Com- 
pany which are now pending before the pub- 
lic service commission. Public representatives 
insist that the company is not entitled to rates 
based upon a plant built for a much larger 
population. 

The city has also demanded a 50 per cent 
reduction of hydrant rentals. In this connec- 
tion it was shown that taxes have been in- 
creased since prohibition deprived the city of 
$30,000 revenue from saloon licenses, and, ac- 
cording to the Leadville Herald-Democrat, 
city expenses must be reduced or bankruptcy 
will ensue. 

There was evidence that the value of prop- 
erty in the city had depreciated approximately 
50 per cent because of the decrease in mining 
activities and population. 

It has been stated that the water company 
is requesting a yearly increase in revenue 
from domestic and commercial consumers of 
$7,558 while, according to witnesses, if the in- 
dustrial users of the community were placed 
on a metered basis, this increase would not 
have to come from household or commercial 
users. George H. Rankin, hydraulic engineer 
for the commission, expressed the opinion 
that any increase in Leadville’s water rates 
should be placed on other users of water rath- 
er than domestic users. 

Comparisons of rates in other towns were 
presented to the commission. Counsel for the 
utility, however, contended that conditions 
were different in Leadville than in other 
places. 
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Illinois 


Lower Gas Rates Demanded 
in Waukegan 


A 10 per cent slash in gas rates in Wauke- 
gan has been demanded by Mayor L. G. 
Yager of that city. The rates are now based 
on a sliding scale and range from $1 to $1.30. 
Service is rendered by the North Shore Gas 
Company, which operates in other cities and 


e 


ge on the north shore between the state 
line and Evanston. All of these communi- 
ties, the newspapers announce, have joined 
with Waukegan in the fight for lower rates. 

William E Baehr, president of the com- 
pany, contends that the present rates are as 
low as those in the average city or village, 
and that under present conditions the com- 
pany cannot see its way clear to lower the 
cost of the service. 


Indiana 


Denial of Telephone Rate 
Increase before Court 


By ~ August the Indiana commission, in re- 
fusing to grant relief to the Southern 
Indiana Telephone & Telegraph Company, 
which alleged that its rates were insufficient, 
pointed out that economic conditions were 
such as to postpone a decision until next year. 
The company then applied to a Federal court 
for an injunction, which was denied because 
a final order had not been entered by the com- 
mission, and the case was continued until 
October 27th. 

The commission then revoked its former 
order and entered a new order denying the 
tate increase. This brought the matter up be- 
fore the court again, where it was argued 


that the total property of the company was 
worth $1,890,000 and that it was seeking a 
3.42 per cent return with a 5 per cent allow- 
ance for depreciation. The return in 1928 on 
that figure, according to James W. Noel, at- 
torney for the telephone company, was only 
13 per cent. 

The commission representatives asserted 
that the company had obtained fifteen rate in- 
creases since 1926 and that revenues in 1927 
and 1928 were increased 48 per cent, says the 
Indianapolis Star. 

Griffiths, president of the company, 
said that the drought-stricken condition of the 
territory had been taken into consideration be- 
fore the rates were set, and asserted that the 
increase in rates probably would cause a loss 
of between 500 and 1,000 of the present 13,500 
subscribers to the company. 


= 
Louisiana 


Industrial Developments Spon- 
sored by Utilities 


fap nea of millions of dollars by the 
various public utilities serving New Or- 
leans and surrounding territory will, accord- 
ing to the New Orleans States, bring about 
an immediate industrial development in that 


section. A. M. Lockett, president of the As- 
sociation of Commerce, is given by the States 
as authority for this statement. He is quoted 
as follows: 

“Virtually every railroad system _ serving 
our city is preparing to spend immediate mil- 
lions to get ready for something which they 
see is coming. The Gulf, Mobile and North- 
ern Railroad, which has an affiliation with the 
Burlington System, has announced that it ex- 
pects to spend $3,000,000 in the freight termi- 
nal on the Industrial canal. 

“The Louisiana and Arkansas officials say 


they expect to spend between $2,500,000 and 
$3,000,000 in building a warehouse and gener- 
ally improving their terminals here. The 
Southern Pacific asked the commission coun- 
cil last week to approve plans for the con- 
struction of an $800,000 addition to the 
$250,000 produce terminal. 

“The Southern Pacific Steamship Line has 
loaned the dock board more than $1,000,000 
with which to pay for the construction of a 
beautiful terminus for New York steamers at 
the foot of Canal street. 

“The Illinois Central is about ready to start 
construction of its new Union Station, which 
will represent an investment of $8,000, 
The Southern railroad recently started ter- 
minus at Chalmette, which represents an in- 
vestment of more than $250, 

“In conjunction with the railroads we now 
seem sure to get within very short order the 
Public Belt bridge across the Mississippi. The 
new Flint-Goodridge Hospital for negroes, 
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costing $250,000, will be under construction 
soon. It will be a unit of the Dillard Memo- 
rial to cost $2,000,000. 


“The installation of a $15,000,000 enlarge- 
ment of our sewerage and water and drain- 
age is nearly completed.” 


e 


Maryland 


Taxicab Liability Ruling 


TS public service commission, says the 
Baltimore Sun, has announced that it 
would appeal from the ruling of Judge 
George A. Solter, vacating the commission’s 
order that the Sun Taxicab Company obtain 
either liability insurance or a $60,000 reserve 
fund to pay injury claims. 

The commission, after an investigation, had 
found that the financial status and mode of 
operation of the company required some pro- 
vision for meeting accident claims, and its or- 
der was entered. The cab company appealed 
to the circuit court protesting that the com- 
mission was discriminating in singling it out 
from other companies in the city for its ac- 
tion. Chairman Harold E. West, of the com- 
mission, said that the hearing on the com- 
pany’s franchise happened to be pending when 
the insurance matter arose. 


e 


Dial Phone Change Expensive 
to Trash Collector 


HE installation of a dial phone, with the 

subsequent change of number, will cost 
the Foreman Company of Baltimore, collector 
of the city’s refuse, a $1,050 paint job, accord- 
ing to information given the public service 
commission. The Baltimore Sun, in report- 
ing this proceeding, says: 

“If the phone company installs the new type 
instrument and changes the number to Chesa- 
peake 2300, it will mean painting over ‘Home- 
wood’ on each of the seventy refuse collection 
trucks, according to E. T. Foreman, president 
of the company. 

“The contractor embodied his protest 
against the proposed action in a letter in 
which he quoted the cost of the repainting and 
asked the commission to prevent the change.” 


Massachusetts 


Blue Sky Law for Holding 
Company Securities 


HE Public Franchise League has submit- 

ted a memorandum to the department of 
public utilities urging the recommendation of 
legislation to subject holding company secu- 
rities to the provisions of the Sale of Securi- 
ties Act, commonly known as the “Blue Sky 
Law,” by abolishing the exemption now en- 
joyed by such securities if listed on a Massa- 
chusetts stock exchange. 

The memorandum, as reported in the 
Springfield Union, states that the Sale of Se- 
curities Act was enacted in 1921. It gave the 
department supervision over the promotion 
and sale of securities in the state. One sec- 
tion of the act, however, exempted many 
classes of securities from the provision, and 
among these exemptions were securities is- 
sued by holding corporations against public 
utility securities also held by such holding 
corporations and securities listed upon a 
Massachusetts stock exchange. The first of 
these exemptions was abolished this year upon 
the recommendation of the special commission 
on control and conduct of public utilities. 
The result, according to the memorandum, 
has been a great inflation of the securities 


which are now on the market. Securities of 
holding companies are now subject to the pro- 
visions of the blue sky law unless they are 
listed on a Massachusetts stock exchange. 

If subjected to the provisions of the act, 
the companies issuing such securities would 
have to file certain information under oath 
with the department, open to public inspec- 
tion. The stock exchange, according to the 
memorandum, lists securities simply on the 
strength of information furnished by the com- 
panies issuing the securities and no independ- 
ent investigation is made of the truth of the 
information so furnished. 


* 


Meter Installation and Service 
Charges Attacked 


HE state department of public utilities has 

under consideration a complaint against a 
$3 meter installation charge and a monthly 
service charge of the Suburban Gas & Electric 
Company of Revere. Representatives of the 
city have protested that the charges are unjust 
and unfair. Hearings on October 27th were 
continued to November 25th to give the par- 
ties additional opportunity to prepare for the 
presentation of the case. 


691 





PUBLIC UTILITIES FORTNIGHTLY 


An investigation of the rates charged for 
electricity by the Southern Berkshire Power 
& Electric Comeuny has been asked by Rep- 
resentative W. Taylor Day of Great Barring- 
ton, who spoke at a hearing before the com- 
mission on October 23rd. It was said that 
the Great Barrington Chamber of Commerce 
had often tried to find out whether the rate 


was reasonable, as a result of which agitation 
half-cent reductions had been granted. Ed- 
ward C. Mason, representing the company, 
told the commissioners that five reductions 
had been made since January 1, 1926, in the 
general household rate and another is planned 
for this year. Further information from the 
company was to be submitted. 


e 


Michigan 


Phone Inquiry Ordered 


STATE-WIDE investigation of rates charged 
by the Michigan Bell Telephone Com- 
pany has been instituted by the commission. 
An order was issued to the officials of the 
company calling upon them to appear before 
the commission on November 18th to show 


cause why their rates should not be lowered 
“in view of the general economic conditions.” 
The order is based upon a complaint by At- 
torney General Wilber M. Brucker of the 
rates charged by the company on its “real val- 
uation,” and a demand made by the attorney 
eons that an investigation be made by the 
ommission. 


v 
Mississippi 


New Utility Firm in the Field 


A NEw public utility, with the right to de- 
velop gas and oil holdings as well as 
manufacture and distribute electric power, ac- 
cording to the Jackson Clarion Ledger, has 
entered the Mississippi field with the charter- 
ing of the Mississippi Transmission Corpora- 
tion. The Clarion-Ledger, in discussing this 
new development, adds: 

“Neither nominal value or par value was 
assigned to the stock in the charter which pro- 
vides for issuance of 25,000 shares of common 
‘for such consideration as may be fixed from 
time to time by the board of directors.’ The 
board members are not listed in the articles of 
incorporation nor were they obtaining through 
other sources. 

“Right to acquire and operate water-works 
plants and ice plants in the state is included 


in the provisions of the charter, as well as 
authority to drill for natural gas. Power to 
lease from private individuals, corporations, 
or governmental agencies, including the Fed- 
eral Government, or to purchase, manufac- 
ture, and distribute electrical energy for heat, 
lighting, and power purposes is given the 
transmission firm under Mississippi laws. One 
section of the charter says it is the purpose 
of the new company to ‘carry on the forego- 
ing business in Mississippi, Louisiana, Ar- 
kansas, Tennessee, and Alabama.’ 

“The firm was given power to acquire ‘in 
any manner’ lines for the transmission of 
electricity, and to sell electricity or power 
wholesale or retail to consumers direct or to 
municipalities in bulk quantities at the town 
limits. 

“Eminent domain is granted the transmis- 
sion company.” 


e 


Missouri 


Union Electric Rate Hearings 
Involve Cost Basis 


HE commission has begun an investiga- 
tion of the rates of the Union Electric 
Light & Power Company of St. Louis, fol- 
lowing an extensive audit of the company’s 
business by commission accountants. 
The accountants reached the conclusion that 
the company had been earning a return of 
11.2 per cent on St. Louis operations in the 


year ending June 30, 1929. The commission 
has held that a reasonable return for a pub- 
lic utility is 7 to 8 per cent. 

This rate of return, however, was figured 
on a rate base of $57,111,696 including all al- 
lowances customarily,made except going val- 
ue. Company officials have in the past dis- 
approved reproduction cost as the basis of 
rate making, but in opposing a rate reduction 
they have pointed out that if their property 
had been valued on the reproduction cost 
basis, the rate base would have been at least 
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$90,000,000. In making a motion for a new 
valuation of the property before an attempt 
is made to reduce rates, the representatives of 
the company stated that they had consistently 
declined to take advantage of the theory of 
reproduction new, but that it is a fact that the 
supreme court has held that the commission 
must give consideration to fair present value 
in determining a rate base. In the event that 
the proceeding be not dismissed, the company 
has demanded that reproduction cost be as- 
certained and considered by the public serv- 
ice commission. 


¥ 


Laclede Gas Rate 
Appeal Argued 


HE appeal the city of St. Louis from 

the order of the commission granting an 
increase in rates to the Laclede Gas Light 
Company was argued in the supreme court on 
October 25th. 

The order was entered last January and 
allowed the company an increase in annual 
revenues of approximately $750,000. This in- 
crease was sustained by Judge Henry J. 
Westhues in the Cole county circuit court. 

The city attacked the reasonableness and 
lawfulness of the valuation of $47,000,000. A 
return of 74 per cent on this valuation was 
made by the commission, and the annual de- 
preciation rate was increased from 1 to 1.5 
per cent. 

The city also contends that the increase in 
revenue falls almost entirely on the domestic 
or ordinary household user. 


Too Much Stress on Present Cost 
Is Claim of City 


HE city of St. Louis has asked for a re- 

hearing in the street car fare case of the 
St. Louis Public Service Company. A valua- 
tion of $63,500,000 placed upon the operating 
property was attacked as excessive in a mo- 
tion filed in supreme court for rehearing of 
the case. The court had affirmed the com- 
mission’s findings. 

It was contended that the commission had 
given too much weight to the valuation theory 
of reproduction cost new. City Counselor 
Muench declared that the court had over- 
looked the point raised in the appeal by the 
city that the commission had announced the 
rule that in valuing the property stress should 
not be placed on either the original cost or 
reproduction cost theory. He stated that a 
comparison of the reproduction cost of the . 
property, including land, as found by the 
commission, with the present fair value, as 
found by it, showed that it did put almost 
entire stress upon the reproduction cost and 
= little on the original cost. 

bjection was also made to the allowance 
of $3,000,000 for going value. The city con- 
tends that the allowance should not exceed 
$2,500,000. This allowance is an estimate of 
the difference in value between a public util- 
ity ready to operate but with no business and 
one in successful operation. A steady de- 
cline in the company’s business was given as 
a reason for objecting to an allowance in ex- 
cess of $2,500,000 which was made in a for- 
mer valuation in 1919. 


New Hampshire 


Services of Parent Organizations 
Explained 


HE public service commission on Octo- 

ber 28th resumed its investigation of the 
financial affairs of the New Hampshire Gas 
& Electric Company, of Portsmouth, and the 
Derry Electric Company, and their relations 
with the New England Gas & Electric Asso- 
ciation of Massachusetts. Raymond C. L 
Greer of Portsmouth, general manager of the 
Portsmouth property, testified in regard to 
the services rendered to the operating utilities 
by the owning association. 

It was testified, among other things, that 
before the Utilities Purchasing and Su ply 
Corporation, with whom the New Hampshire 
Gas & Electric Company has a contract for 
the purchasing of supplies, came into the pic- 
ture, the Portsmouth company got bids di- 
rectly from vendors, while now the practice 


is to get some bids outside. It was testified 
in relation to the purchase of supplies that 
in one case, for example, where equipment 
was purchased at a cost of $20,000 through the 
purchasing corporation, independent quota- 
tions amounted to $27,000. This one purchase, 
it was said, saved the New Hampshire Gas & 
Electric Company $7,000. 

Mr. Greer explained that officials of the 
controlling association closely supervised the 
operations of the utilities. It was developed 
that seventeen specialists in various utility 
lines visit the New Hampshire properties to 
advise and assist in various capacities, some 
on their own initiative and some at the call 
of the general manager. He also testified in 
regard to the sale of appliances. 

The detailed inquiry of appliance sales was. 
left for Frank W. Randall, assistant general 
manager. On this point, to quote from the 
Boston Transcript: 

“Randall said the usual make-up in appli- 
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ances was 30 per cent. He said retail prices 
were usually the list prices of manufacturers 
and explained that prior to the arrangement 
with the merchandising company purchases 
through the purchase company had gained ad- 
ditional discounts of from H to 10 per cent 
from vendors. He said the margin of profit 
was just about equal to the cost of the sales 
service. 

“Under the present arrangement with the 
appliance company, Randall said the New 

ampshire Gas & Electric was paid a flat 


commission of 23 per cent on total sales of 
appliances. The appliance company also ab- 
sorbed all obsolescence, repossessions, and fi- 
nances and that the New Hampshire Gas & 
Electric was reimbursed for carrying charges. 
Sales approximated $100,000 a year and on 
that basis the commission to the New Hamp- 
shire company from the appliance corporation 
would approximate $2,500 a year. Attorney 
Wyman developed from Randall that the sai- 
aries of the sales staff handling appliances was 
about $7,000 a year.” 


v 
New Jersey 


Fight Fare Zones 


ow that the Public Service has decided 

to return to a 5-cent fare, some agita- 
tion has been started against fare zones, par- 
ticularly in Hoboken and North Hudson. 
Mayor William Rannenberg of Union City, 
according to the Hoboken Observer, declared 
that Public Service had established “unnatu- 
ral fare zones.” He instructed Corporation 


Counsel James C. Agnew to make plans for a 
fight against the fare zones so that people in 
Union City may travel on the trolleys and 
busses to Hoboken and Weehawken for 5 
cents. 

A 5-cent fare, according to some of the 
Civic Betterment League leaders, is only one 
of the objects and longer rides for 5 cents 
are now declared to be necessary to satisfy 
the leaguers. 


e 


New 


Rehearing on Brooklyn Borough 
Gas Rates 


HE Brooklyn Borough Gas Company on 
October 24th presented its first evidence 
through its own witnesses in defense of its 
present rates, which include an initial charge 
of $1 for the first 200 cubic feet of gas used. 
This was on a rehearing ordered by the pub- 
lic service commission on motions of the city 
and certain consumers’ organizations opposing 
the rates. The New York Times informs us: 
“The exhibits showed that the total fixed 
capital of the company as of August 31, 1929, 
was $7,908,007.54 and on August 31, 1930, was 
$8,400,360.02. The average actual working 
capital used for the gas business during 1929 
was $639,940.37, and for the gas supplied but 
not billed $142,884.43, making a total of $782,- 
824.80, as compared with a total for both gas 
consumed and for gas supplied but not billed 
during the twelve months ended August 31, 
1930, of $851,198.17. The exhibits showed the 
net operating revenue for 1929 of $860,524.91, 
and for the twelve months ended August 31, 
1930, of $893,327.33. 

“The first eight months of 1930 showed net 
operating revenues of $616,277.57 as compared 
with $683,475.15 for the corresponding period 
in 1929, an increase of 5.62 per cent. 

“Raymond F. Druhan, real estate broker 
and appraiser, offered testimony for the com- 


Y ork 


pany to refute similar testimony of Joseph B. 
Milgrim for the consumers in respect to the 
classes of apartment houses in the company’s 
territory in the Thirty-first ward of Brook- 
lyn. It is the contention of the company that 
it serves apartment house customers at a loss, 
while consumers’ representatives contend that 
the cost of serving such customers is much 
less than serving single-family houses.” 


¥ 


Water Rate Increase Attacked 
in Court 


HE New York Public Service Commission 
has no jurisdiction over the rates of water 
utilities. Therefore, when the Western New 
York Water Company recently proposed an 
increase in rates, Kenmore and Tonawanda 
ratepayers went into the supreme court to op- 
pose the increase. Supreme Court Justice 
Bernard B. Ackerman denied an injunction re- 
straining the water company from putting the 
new rates into effect, but he provided that the 
additional charge should be collected on a sep- 
arate bill, and kept in a separate fund until 
settlement of the controversy. If a decision 
is finally returned against the water company, 
it must make refunds to all consumers. 
Judge Ackerman has appointed former Jus- 
tice Charles A. Pooley as referee to hear tes- 
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timony. The increase proposed is from 12 to 
16 cents a thousand gallons in Kenmore and 
from 13 to 18 cents a thousand in Tonawanda. 


+ 


County Commission Demanded 
after Fare Proposal 


NE of the results of the recent proposal 
OF the New York Central Lines to in- 
crease commutation rates by 40 per cent is the 
demand by the Boston Post Road Association 
and the Southern Westchester Association 
that a public service commission for West- 
chester county be created. These associations, 
says the New York Times, maintain that such 
a commission would enable the county to deal 
more effectively with public utilities and 
would obviate taxpayers’ actions. They 


would prorate the cost of any rate fight 
among the communities directly involved. 

The communities which would be affected 
by the increase in commutation fares have 
started plans for opposition. They contend 
that under present economic conditions a fare 
increase at this time is inopportune. 

L. V. Vosburgh, vice president in charge of 
passenger traffic of the railroad, pointed out 
that the fares were materially lower than 
those in effect on any other railroad entering 
New York city, and that the increase sought 
was the first since 1918. He cited the excel- 
lence of the service. The expense of provid- 
ing the commutation service is said to be in 
excess of the revenue derived from it. Im- 
provements in structures and tracks during 
the last five years directly attributable to the 
demands of the commutation service have 


been approximately $20,000,000, he said. 


= 


Oregon 


Probe of Campaign Advertising 


A COMPLAINT has been filed by the Oregon 
State Grange that public utilities are 
charging against operating expense large 
amounts of money used in the campaign to 
defeat the hydroelectric district utility bill 
which was approved at the recent election. 
This complaint is under investigation by the 


Public Service Commission. The charges are 
branded as false by utility men. 

Commissioner H. H. Corey, according to 
the Portland Oregonian, has declared that the 
utilities were not charging their campaign ex- 
[sae pigeon to be reflected in higher rates. 

uch a practice would be contrary to law, he 
said, and would not be allowed by the commis- 
sion. 





The Latest Utility Rulings 


ALaBAMA Commission: Re Alabama Util- 
ities Co. (Docket 5804.) On January 6, 
1930, this company asked for a certificate of 
approval to build a transmission line 30 miles 
long from Conecuh county served in the vicin- 
ity of Frisco City, together with substations, 
and other incidental appurtenances. On July 
3, 1930, the commission found that the terri- 
tory could be served cheaper if the applicant 
bought its current wholesale from another 
utility in the vicinity instead of transmitting it 
30 miles from its own power station. The 
commission did not specifically order the ap- 
plicant to use this method, but ruled that it 
would fix rates in accordance with the most 
economical method of service regardless of 
the method actually employed by the com- 
pany. Last September the applicant company 
asked for permission to construct its own gen- 
erating system at Frisco City. Approval was 
given in this proceeding to this third alterna- 
tive method when it was alleged that annual 
Production cost would be about $7,915.90, as 
compared with $9,006.17, the estimated whole- 
sale cost of the energy required. The com- 
Mission experts were in doubt, however, as to 


whether the applicant’s plan will ultimately 
prove to be more economical than the purchase 
of wholesale power, and accordingly the com- 
mission attached its former rate schedule as 
a condition for the exercise of the authority 
granted. 


ALABAMA Commission: Re Alabama Util- 
ities Service Co. et al. (Docket 5985.) The 
commission approved of proposed rates for 
natural gas service for the cities of Anniston, 
Gadsden, Tuscaloosa, Selma, Montgomery, 
and Mobile. The commission signified its ac- 
cord with the company’s efforts to increase 
the use of gas among industrial consumers 
through the introduction of natural gas, but 
suggested that the company’s initial rate for 
domestic consumers of $1.25 should be made 
to cover a minimum of 300 cubic feet, instead 
of 200 cubic feet, in order to favor small 
consumers and thus improve public relations. 


ALABAMA Commission: Re Birmingham 
Electric Co. (Docket 6031.) Application for 
authority to abandon street railway service 
on a route of the Irondale and Gate City car 
line of the applicant, and to substitute bus 
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service, which will cost about $25,000 to es- 
tablish, was approved. The commission stated 
that aside from the question of improved 
service, the abandonment of the street railway 
line would be of considerable benefit to the 
public generally in permitting the improve- 
ment and widening of the highway in accord- 
ance with the municipality’s paving program 
and the facilitation of traffic generally. 


ALaBAMA Commission: Re Birmingham 
& Southeastern Railroad Co. (Docket 6029.) 
In an effort to cope with the competition of 
motor carriers, the railroad company peti- 
tioned for authority to establish, for an ex- 
perimental period, store-door delivery service 
on less-than-carload freight at Tallassee. (See 
Utilities and the Public, page 698.) 


CatirorN1A Commission: Re Hinman. 
(Decision No. 22925, Application Nos. 16825, 
16826, 16827. In granting authority to H. L. 
and Effie H. Hinman, operating as the Mer- 
chants Express & Draying Company, to trans- 
fer warehouse properties to the Oakland 
Warehouse Terminals Company in return for 
$6,500 worth of common stock, the commis- 
sion said that it would refuse to authorize se- 
curity issues of public utilities for the pur- 
pose of financing working capital, in the ab- 
sence of evidence showing to what extent, if 
at all, the applicant had need of working 
capital. 


CALIFORNIA SupREME Court: San Diego 
& Coronado Ferry Co. v. Automobile Ferry 
Co. A public utility which allows its service 
to run down “until competition knocks at the 
door” is not entitled to protection against 
competition, according to a ruling by the court 
in sustaining an order of the state commission 
granting a certificate of convenience and ne- 
cessity to the applicant to operate a public 
ferry across San Diego bay in competition 
with the existing service of the San Diego & 
Coronado Ferry Company. 


Int1nots AprpeLLATE Court: East St. Louis 
Light & Power Co. v. Swift & Co. et al. 
(258 Ill. App. 327.) The defendant a non- 
utility packing company was held not to be 
violating state public utility laws by selling 
surplus electricity generated by its own gen- 
erators under contract to a neighboring in- 
dustry. The court refused to grant an injunc- 
tion requested by the plaintiff electric utility 
against such practice. 


Inttnois Commission: Re Sparta Tele- 
phone Co. (No. 19938.) Increased rates were 
proposed to take care of a conversion of the 
Sparta telephone exchange from magneto to 
common battery service. The vaiue of the 
plant when converted will be $75,000. The 
proposed rates, which were approved, will 
yield approximately 6.9 per cent return on that 
amount, whereas the rates previously in ef- 
fect yielded only 2.6 per cent return. 


InpIANA Commission: Re Southern Indi- 
ana Telephone & Telegraph Co. After re- 
scinding its previous order postponing con- 
sideration of proposed rate increases for thir- 
ty rural exchanges because of the present eco- 
nomic depression, the commission has denied 
the proposed rate increase upon its merits, 
The commission attacked the company’s state- 
ment of operating expenses as containing 
“most flagrant extravagances,” especially with 
regard to the salary of certain officials. 


Lovis1aNA CoMMISSION: Commission v. 
Southern Bell Telephone & Telegraph Co. 
(No. 1359, Order No. 750.) After numerous 
complaints against the adequacy of telephone 
service of the magneto type now rendered at 
Crowley, Louisiana, the company was ordered 
to install a common battery exchange system. 


Louistana Commission: Re Rates for 
Transportation of Freight by Motor Vehi- 
cles. (No. 1387, Order No. 751.) Uniform 
tates for all motor carriers of freight were 
- (See Utilities and the Public, page 


MaryLanp Crircurr Court or BALTIMoRE 
Crry: Sun Cab Co. v. Public Service Com- 
mission. An order of the commission requir- 
ing a taxicab company to make proper provi- 
sions for public liability insurance was vacat- 
ed, the court being of the opinion that the 
commission had exceeded the powers granted 
to it by the legislature. (See Utilities and the 
Public, page 698.) 


Missourt Commission: Lefferty et al. v. 
St. Louis Public Service Co. Case No. 
6886.) A complaint against the discontinu- 
ance of a car stop was denied in view of the 
company’s attempt to speed up service, but 
it was ordered to light up an alleyway used 
by the complainants in order to reach the 
nearest station to their homes under the skip- 


stop plan. 


Missourr Commission: Re Phillips Pipe 
Line Co. (Case No. 7144.) Application of 
a pipe line company, 2 Delaware corporation, 
for a certificate of convenience and necessity 
to construct a pipe line across the state of 
Missouri for operation in interstate commerce 
was dismissed for lack of jurisdiction. 


Missourt SupreME Court: Wiiles-Chip- 
man Lumber Co. v. Union Electric Light & 
Power Co. A verdict for treble damages 
awarded against an electric company for vio- 
lation of an antitrust law was reversed in 
view of the existence of the public service 
commission for the correction of the injuries 
So (See Utilities and the Public, page 
698. 


Missourt SupreME Court: St. Louis v. 
Missouri Public Service Commission. On ap- 
peal from an order of the Missouri commis- 
sion fixing the valuation of the St. Louis 
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street car system at $66,000,000, for rate- 
making purposes, the commission’s findings 
of value and its rate orders based thereon 
were sustained. 


NesraSKA ComMIssIoNn: Re Missouri Val- 
ley Gas Co. (Resolution No. 119.) This was 
an investigation instituted by the commission 
on its own motion into the practices of cer- 
tain agents of the Missouri Valley Gas Com- 
pany which is attempting to secure right of 
way for the construction of a pipe line in the 
vicinity of Gage and Jefferson counties. (See 
Utilities and the Public, page 698.) 


New York Pustic Service CoMMISSION: 
Re Eastern New York Utilities Corp. (Case 
No. 6326.) The Eastern New York Utilities 
corporation, formerly operating an electric 
railway between Hudson and Rensselaer, was 
granted authority, as required by New York 
law, to sell the right of way and other real 
property in connection with the railway to the 
New York Power & Light Corporation for 
the sum of $264,600. The physical property 
will be sold to dealers as junk for their sal- 
vage value. This is the final step in the disso- 
lution of a company no longer engaged in 
rendering public utility service. 


New York Pustic Service ComMMIssION: 
Re Buffalo Transit Co. (Case No. 6360.) 
Application for a certificate of convenience 
and necessity for the operation of a motor 
bus route through the city of Buffalo, town 
of Amherst, and the village of Williamsville, 
was granted, notwithstanding the fact that it 
duplicated, over a portion of the route, the 
existing service of the International Railway 
Company. The commission decided that the 
proposed service would better serve the pub- 
lic’s convenience without transferring from 
bus to trolley in inclement weather with the 
consequent delay. While there would be some 
loss to the railway because of the added new 
service, it was not shown that such loss would 
jeopardize, or seriously impair the railway’s 
existence. 


New Yorxk Puptic Service Commission: 
Re Delaware & Hudson Railroad Corp. 
(Case No. 6150.) Upon rehearing the com- 
mission rescinded an order given April 17, 
1930, granting to the railroad company the 
right to abandon passenger train service on 
its Ausable branch, serving the vicinity of 
Ausable Forks, New York. The commission 
found that, while the operations would not be 
Profitable, the company’s operations as a 
whole were profitable, and that, in view of 
the serious inconvenience caused to residents 
in the territory affected, the service should be 
restored. 


New York Pustic Service Commission: 
Re New York Telephone Co. (Case No. 
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6349.) Upon observing the inconsistencies of 
long-distance rates of the New York Tele- 
phone Company within New York state as 
compared with the rates of the American Tel- 
ephone & Telegraph Company over compar- 
able distances in interstate service, the com- 
mission ordered the New York Company to 
accept the American Telephone & Telegraph 
rates as a guide until it should be prepared 
to defend the inconsistencies of its own rates. 
Specific examples of such inconsistencies were 
pointed out: the rate on a call from New 
York to Buffalo is $1.90, while the rate for a 
call from Newark, New Jersey, to Buffalo is 
$1.30; a call from Albany, New York, to 
Washington, District of Columbia, costs $1.45, 
while a call from Albany, New York, to Roch- 
ester, New York, is $1.35. 


New Yorx Pustic Service ComMMIssION: 
Re Niagara Hudson Power Care. (Case No. 
6414.) Petition of the Niagara Hudson Pow- 
er Corporation for consent to acquire al! of 
the outstanding capital stock of the Baldwins- 
ville Light & Heat Company (Onondaga 
county) was approved. The price to be paid 
is 50 per cent of the par value of the stock 
purchased, and if all stock is purchased the 
total purchase price will be $50,000. 


PENNSYLVANIA CoMMISSION: Ruttle, et al. 
v. Cheltenham & Abington Sewerage Co. 
(Complaint Docket Nos. 8075, 8076, 8078, 
8079, 8081, 8083, 8084.) Rates were ordered 
for sewerage service calculated to yield a re- 
turn of approximately 7 per cent on the fair 
value of the utility’s sewerage property, which 
was fixed for rate-making purposes at $285,- 
000. The proceeding was the result of com- 
plaints by various patrons against the in- 
creased schedule of rates placed into effect by 
the company July 1, 1 The complaints 
were sustained and reduced rates were or- 
dered. The sewerage utility was not permit- 
ted to include in its rate base the value of 
storm sewers which it had permitted to mu- 
nicipalities to operate without protest for over 
thirty years. 


PENNSYLVANIA SuPERIOR Court: Hoffman 
et al. v. Pennsylvania Public Service Commis- 
sion. (No. 376.) Appeal by certain taxi 
drivers from an order of the commission re- 
fusing to grant certificates of convenience 
and necessity for additional taxicab service 
in the city of Philadelphia was decided in 
favor of the commission. (See Utilities and 
the Public, page 698.) 


Ruope Istanp Commission: Re United 
Electric Railways Co. (No. 237.) Authority 
was given for the discontinuance of trolley 
service between Providence and Woonsocket 
in view of the apparent preference of the pub- 
lic for bus service, which the commission has 
already authorized to be substituted. 


Nore.—The cases above referred to will be published in full or abstracted 
in Public Utilities Reports. 
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Are Antitrust Laws Applicable to Utilities? 


ACK in the “trust-busting” days of 
B the late nineties, before the prin- 
ciple of commission regulation for pub- 
lic utility companies was established, 
certain so-called antitrust statutes were 
enacted for all businesses including, of 
course, public utility businesses. These 
laws are still on our Federal and state 
statute books but whether they still ap- 
ply to public utilities (or if so, the ex- 
tent to which they apply) still remains 
a fruitful cause for litigation. 

Unquestionably, the modern develop- 
ment of commerce generally has made 
these statutes in a measure inapplicable 
to present-day business conditions. If 
there are one hundred houses on a cer- 
tain city block, for instance, served by 
ten competing milk companies, each 
having ten customers, it is obvious that 
there are nine drivers, nine wagons, and 
nine horses unnecessarily going up and 
down that street every morning disturb- 
ing the rest of the residents. It is ob- 
vious that a reasonable and fair terri- 
torial agreement would not only be 
cheaper and better for the companies, 
but for the public as well. 

Such situations as these caused the 
late Chief Justice White to modify the 
scope of antitrust statutes by his famous 
“rule of reason.” But how much more 
forceful is the argument for codperative 
agreement between competitors in the 
sphere of public utility service, which is 
of its very nature economically monop- 
olistic? A number of courts appear to 
have ruled that the establishment of 
commission regulation by the several 
states did away with all application of 
antitrust laws to utilities. Instead of 
forcing utilities to fight each other to the 
disadvantage of both, the legislature, 
such decision holds, intended to protect 
the monopolies of the utilities by plac- 
ing them under the supervision and 


control of the regulatory commission. 

Missouri has an antitrust statute 
which awards treble damages against 
the violator of the law to anyone injured 
by such violations. Back in 1918, the 
Wiles-Chipman Lumber Company of 
St. Louis asked for electric service from 
the Laclede Gas Light Company. This 
company refused the application, stating 
that the capacity of its plant could not 
carry the additional load. The lumber 
company was compelled to take service 
from the Union Electric Light & Power 
Company. The latter’s rates were high- 
er than the Laclede Company’s rates so 
that the lumber company estimated that 
it paid about $6,173 more to the Union 
Company than it would have had to pay 
to the Laclede Company. 

The lumber company sued the Union 
Company for treble damages under the 
antitrust law and obtained a verdict in 
lower court for $33,920. It claimed that 
the Union Company entered into a se- 
cret agreement with the superintendent 
of the Laclede Company, who was 
paid $150 to refuse additional indus- 
trial business, thereby driving it to 
the Union Company. The officers of 
the Union Company and the North 
American Company, its parent, denied 
knowledge of the conspiracy and dis- 
claimed liability for the alleged action 
of the employees involved. 

Recently the supreme court of the 
state has reversed this verdict but a 
good deal of legal fog remains. While 
holding that enactment of the public 
service commission law modified the ap- 
plication of antitrust laws to public util- 
ities to an extent “not clearly defined,” 
the court ruled that the lumber company 
should have proceeded under the pub- 
lic service commission law, rather than 
the state antitrust law. 

All of which still leaves unanswered 
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the question of whether antitrust laws 
are applicable to utilities and if so how 
much. Some day our lawmakers will 
probably settle the question by clear leg- 


islative mandates, but until then expen- 
sive law suits, such as the Union Elec- 
tric Company case, will continue to clut- 
ter up our court dockets. 


e 


Are Utilities Responsible for Regulatory 
Violations of Employees? 


TS foregoing controversy over an 
alleged conspiracy between em- 
ployees of two utilities to violate the 
state antitrust laws raises another in- 
teresting question as to the responsibil- 
ity of utility companies for the acts of 
their agents or employees in violating 
regulatory restrictions. 

It is a settled rule of law that, as to 
civil matters such as rights arising out 
of contracts or damage claims for bodily 
or property injuries, an employer, 
whether a utility corporation or any oth- 
er kind of corporation, is liable for all 
acts of its agents while they are acting 
within the apparent scope of their em- 
ployment. That is why a department 
store had to pay for personal injuries 
sustained by one pedestrian negligently 
run down by one of its delivery trucks 
during business hours, but did not have 
to answer for injuries sustained by an- 
other victim of one of its trucks oper- 
ated after business hours by a driver 
who used the vehicle without its author- 
ity to keep a social engagement of his 
own. 

This strict rule of common law goes 
by the classic name of “respondeat su- 
perior.” Is it applicable to violations of 
regulatory law? Do the commissions 
punish utilities for infractions of regu- 
latory rules committed by their em- 
ployees in the apparent scope of their 
employment, even in the absence of the 
knowledge or consent of the utility? 

It is a nice point and there have been 
but few cases on it. There have been 
enough, however, to warrant the con- 
clusion that regulatory law is much 
more liberal with utilities in applying 
the doctrine of respondeat superior. A 
typical example occurred in Missouri 
several years ago when drivers on cer- 


tain interstate bus lines commenced to 
cut rates and violate commission restric- 
tions against doing local business. 

In these cases the Missouri commis- 
sion formulated the doctrine that where 
the utility employer knows or should, by 
ordinary exercise of diligence, have 
known of the offenses, he will be com- 
pelled to answer for them. Thus one 
certificate of convenience and necessity 
was refused where the commission 
found that the bus management must 
have known of certain regulatory abuses 
committed by its drivers. 

In an Indiana case, on the other hand, 
the bus management was relieved from 
responsibility for the acts of its drivers 
in refusing to stop for or allow colored 
passengers to board their coaches, where 
it was shown that such practice was 
without its knowledge or consent. 

A more recent case comes from Ne- 
braska where the commission has in- 
vestigated the practices of the Missouri 
Valley Gas Company, which is attempt- 
ing to secure right of way for the con- 
struction of a pipe line in the vicinity of 
Gage and Jefferson counties. Numer- 
ous complaints had reached the commis- 
sion that the company’s agents were se- 
curing contracts for the right of way by 
representing that the commission had 
fixed a price at 25 cents per lineal rod, 
whereas the company has never been be- 
fore the commission for any purpose 
whatsoever. The commission con- 
demned the practice but refused to in- 
stitute contempt proceedings upon evi- 
dence that the guilty agents had been 
discharged and that the company was 
trying to make amends for any injury 
done. 

In this case the pipe line company dis- 
claimed all knowledge of the fraudulent 
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acts of its agents up until a short time 
before the inquiry. The Nebraska com- 


mission apparently took the company’s 
word for it. 


e 


The Indiana Commission Has No Authority 
to Fix Uniform Gas Standard 


RECENT opinion of the attorney 
general for Indiana promises to 
have a very important bearing upon the 
powers of the commission in that state 
if it should be sustained. In a word, the 
opinion holds that the Indiana commis- 
sion has no authority to declare void or 
set aside a franchise agreement between 
a municipality and a gas utility, concern- 
ing a service supply which does not con- 
form to a uniform heating standard 
fixed by the commission. 

Back in 1920, the Indiana commission 
fixed the uniform heating standard for 
gas furnished by utilities in that state at 
a minimum calorific content of 570 
B.T.U. Recently an Ohio company of- 
fered to furnish service to the town of 
Butler, Indiana, located 4 miles from 
the Ohio-Indiana line, at 500 B.T.U. 
The town wanted to grant the franchise 
but asked the commission if it would 


approve of this exception to the general - 


rule. The commission in turn asked 
the advice of the state attorney general. 
First, could the town lawfully grant 
a franchise for 500 B.T.U. service? 
Secondly, could the commission approve 
of this particular exception to its own 
general order? 

The answer of the attorney general is 
so sweeping that it not only rules that 
the commission’s approval of the fran- 
chise is unnecessary, since the commis- 
sion could not interfere with the fran- 
chise even if the latter was thought un- 
desirable, but the opinion even indicates 


that the Indiana commission has no law- 
ful authority to fix any general B.T.U. 
restrictions for utility gas service 
throughout the state. 

After reviewing various passages of 
Indiana law, the attorney general found 
as follows: 


“First that the commission may prescribe 
standard commercial units, second, ascer- 
tain and fix adequate standards for the 
measurement of such units, and third, es- 
tablish rules and regulations for securing 
the accuracy of meters and appliances for 
such measurement, but I find no provision 
or authority for the establishment by the 
commission of a uniform standard of 570 
B.T.U. for gas furnished the people of 
Indiana. 

“My conclusion and opinion, therefore, is 
that only in so far as § 110 (giving the 
commission power to declare “unreason- 
able” franchises void), is applicable, has the 
public service commission authority to de- 
clare void the franchise of the Ohio com- 
pany if granted by the town of Butler.” 


This opinion, offhand, appears some- 
what surprising. Apparently the com- 
mission could declare a franchise void 
as “unreasonable” if the rates fixed were 
either too high or too low, but the com- 
mission may not vacate a franchise if 
the quality of service rendered does not 
measure up to fixed standards for ade- 
quate service. The attorney general, it 
would seem, does not believe adequate 
service is as important as reasonable 
rates. Decisions in other states do not 
appear to be in accord with this posi- 
tion. 


e 


Two Important Taxicab Decisions 


wo important decisions from the 

neighboring states of Maryland 
and Pennsylvania seem to have opposite 
results on the movement toward regula- 
tion of the taxicab in these respective 
commonwealths. 


The Maryland ruling would appear to 
deny the right of the Free state com- 
mission to require cab operators to file 
security by way of liability insurance or 
reserve funds for the payment of dam- 
age claims. Maryland’s law on this sub- 
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ject is rather broad. It gives the com- 
mission power over the rates and service 
of all common carriers. 

Acting on the advice of its distin- 
guished general counsel, former United 
States Senator W. Cable Bruce, the 
commission assumed that its authority 
to require cab companies to file public 
liability protection was implied in these 
general powers and ordered several 
companies, including the Sun Cab Com- 
pany, to make the necessary arrange- 
ments. 

The Sun Cab Company appealed. The 
latest development is a decision by 
Judge Solter of the circuit court of Bal- 
timore City reversing the Maryland 
commission’s order and holding it to be 
without delegated power to tie up a taxi- 
cab operator’s funds in this manner. If 
Judge Solter’s decision is sustained by 
the Maryland Court of Appeals, there is 
immediate need for a law giving the 
commission the requisite authority in 
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this regard. The day is apparently past 
when the public will tolerate the opera- 
tion of irresponsible public vehicles on 
our congested highways. 

From the Keystone state comes more 
cheering news for taxicab regulation. 
It appears that a superior court in Phila- 
delphia has sustained an order of the 
Pennsylvania commission refusing to 
grant certificates of convenience and ne- 
cessity for additional taxicab service in 
the city of Philadelphia. This appeal 
was taken by the unsuccessful applicants 
for taxicab certificates. The commis- 
sion’s order was based on the fact that 
adequate taxicab service already existed 
in the city of Brotherly Love. 

This is one of the first few court rul- 
ings that supports the state commissions 
in their attempt to clear up the chaotic 
transportation and traffic conditions ex- 
isting in so many of our cities as the re- 
sult of unnecessary competition by taxi- 
cab operators. 


7 
Regulation of Motor Trucking Moves Forward 


Gem motor trucking industry in this 
country is fast approaching a posi- 
tion of prime importance in the regula- 
tion of transportation service. Twenty— 
even ten years ago trunk railroads and 
interurban railways laughed at the idea 
that the carriage of freight by motor 
could ever offer serious competition to 
rail lines. Now Congress debates the 
necessity for legislation for the regula- 
tion of interstate motor carriers such as 
the proposed Parker Bus Bill; the Inter- 
state Commerce Commission plans ex- 
tensive hearings during the coming year 
on motor trucking competition with rail 
lines, while state commissions through- 
out the country are grappling with the 
problem of intrastate motor carriage. 
So far, bus and motor freight trans- 
port has demonstrated its efficiency only 
over distances limited to 150 miles. This 
means short-haul competition for the 
rail lines. But even in this limited field 
motor carrier competition is giving 
many railroad operators sleepless nights. 
An excellent example of how serious 
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some railroads are taking motor carrier 
competition is shown by the recent peti- 
tion of the Birmingham & Southeastern 
Railroad Company before the Alabama 
commission for authority to establish its 
own store-door delivery service by mo- 
tor trucks for less-than-carload freight 
at Tallassee. This is the first time, 
according to the commission, that such 
a petition has ever been brought before 
it. 

The move is an obvious attempt of the 
rail carrier to cope with the competition 
of independent motor carriers. The 
commission ruled that as long as the 
proposed operations are confined to the 
terminal area of Tallassee, a certifi- 
cate of convenience and necessity would 
not be required, and that the commission 
would not interfere with the inaugura- 
tion of the service. It was pointed out, 
however, that once it was established, 
the commission would have authority to 
regulate and supervise such service by 
virtue of its general powers over the 
rules, regulations, practices, and services 
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of common rail carriers as outlined in 
the statutes. 

Slipping further down into Dixie we 
find that the commission of Louisiana 
has been doing big things in the way of 
motor carrier regulation. It has decided 
that if the increasingly important motor 
trucking industry is to thrive and sur- 
vive, some degree of uniformity in the 
matter of rates must be achieved and a 
rigid adherence to prescribed schedules 
observed. 

The Louisiana commission concluded 
in its recent Order No. 751 that, gener- 
ally speaking, motor carriers cannot af- 
ford to operate at less than correspond- 
ing all-rail rates, especially in view of 
the pick-up and delivery service which 
they render. Accordingly, all motor 
carriers in Louisiana transporting 
freight were ordered to abide by the 


nitude has been handed down by 
the Connecticut commission that will be 
effective in all the principal cities of the 
Nutmeg state. In a word, this ruling 
holds that the flat rate system of fares 
for taxicab service places an undue bur- 
den on the short haul passengers and is 
a discrimination in favor of the long 
haul passenger. Accordingly, all taxi- 
cab operators are now required to es- 
tablish meter rates. 
The commission commented on the 
flat rate system as follows: 


“The patron who is carried a long dis- 
tance under the flat method of charge ordi- 
narily obtains the advantage of cheaper 
transportation than he could obtain if the 
taxicab were equipped with a taximeter. 
This advantage, however, is obtained at the 
expense of the flat rate passenger traveling 
a short distance. 

“It appeared also from the evidence that 
the existence of these dual methods of 
charge side by side in the same community 
has resulted in destructive competition 
which, if continued over a period of time, 
may reasonably be expected to deteriorate 
the equipment used in the service and there- 
by affect the safety of transportation ren- 
dered. One of the results of public regula- 
tion should be the prevention of destructive 


commodity rail rates now in effect for 
railroads in that state. 

As far as rail freight rates are con- 
cerned, Louisiana is divided into two 
sections. In its western areas the Mis- 
sissippi River Western Classification 
rates apply. In the eastern area the 
Southern Classification rates apply. 
Motor carriers were ordered to adopt 
the particular classification applicable to 
rail carriers in the territory where they 
operate. The commission indicated that 
it may subsequently modify particular 
rates for motor carriers if evidence and 
experience should warrant such action. 

And so it seems that we are slowly but 
surely approaching the time when regu- 
lation of transportation, whether by rail 
or rubber, will be exercised under a pol- 
icy calling for codperation and co- 
ordination. 


e 


Flat Rate Taxis Banned in Connecticut 
A TAXICAB decision of the first mag- 


competition with all its harmful conse- 


quences. . . . : 
“The industry is protected against unnec- 
essary additional competition by a finding 
of public convenience and necessity, there- 
by limiting the number of taxicabs to be 
operated, and the industry should protect 
itself against destructive rate competition 
by a friendly spirit of codperation, operat- 
ing on a fair competitive basis at such rea- 
sonable rates as will assure safe and de- 
pendable service.” 

This ruling gives rise to the question 
of whether, if rate cab fares are unlaw- 
fully discriminatory against the short 
haul patron, flat rate street railway and 
bus fares now so universal are not 
equally discriminatory. One defense 
might be that a street car fare is so 
small an amount that zone rates (which 
would be the only possible street rail- 
way equivalent for metered cab rates) 
would be impracticable in most cities. 

In any event, the Connecticut ruling 
is important as establishing a possible 
precedent that other commissions may 
follow when they come (as they inevi- 
tably will come) to consider the question 
of eliminating chaotic competitive con- 
ditions of our average metropolitan 
transportation facilities. 
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Sectional elevation of new Spokane Unit. 





View of Walsh-Weidner boiler being 
assembled. 


New Spokane Unit 
to equal output 

of six boilers 

now in use 





The output of the steam generating 
unit now being installed at the Spok- 
ane Central Heating Company plant 
will equal the output of six boilers 
now in use and occupying three times 
the building volume. 


The boiler is a Walsh-Weidner cross 
drum, straight tube, sectional header 
type, designed for 250 lb. pressure 
and contains 15,000 sq. ft. of heat- 
ing surface. 


The stoker is a twelve retort C-E 
Multiple Retort machine, 31 tuyeres 
long. 


The front and side walls of the fur- 
nace are air-cooled and the rear wall 
to the bottom of the clinker pit is of 
the C-E Water-cooled Wall construc- 
tion. 


The design of this unit is noteworthy 
as it involved fitting into the space 
available a unit capable of produc- 
ing a large output, plus reliability 
of operation. 


COMBUSTION ENGINEERING CORPORATION 


200 Madison Avenue 





New York, N. Y- 





Boilers - Air Preheaters - Stokers - Pulverized Fuel Equipment - 


Water-Cooled Furnaces 
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OA DECEMBER aQ. 
Pan yd AL UAV ACK and’ Anniversaries 


il TA In an effort to speed up postal communication in the U. S. A., a street railway mail 
car was put into service in St. Louis; 1892. 

















12 F Transatlantic radio communication was started when MARCONI succeeded in € 
transmitting the letter “S’ from Cornwall, England, to Newfoundland; 1901. 





13 The use of “steam propelled carriages for quickened service across the continent” 
was the “absurd” idea urged by ROBERT MILLS of Virginia; 1819. 





14 DR. JOHN CLAYTON, a Yorkshire minister, conducted experiments with gas found 
in “a shelly coal” near Wigan, England; 1660. 








15 Stone & Webster, the engineering concern identified with utility projects, consolidated 
with Blodget & Co., forming a $10,000,000 corporation; 1926. 














16 Franchises were obtained by the Pennsylvania Railroad for building tunnels under 
the North and East rivers for expediting traffic into New York; 1902. ' 





17 Directors of the Utica and Schenectady Railroad boldly voted to order “heavy iron 
rails, weighing not less than 60 pounds per yard;” 1845. JOSEPH HENRY born, 1797. 





18 The announcement of a $100,000,000 issue of Chicago, Milwaukee & St. Paul Railroad 
stock caused a collapse on the New York stock market; 1906. 





A charter was granted to the South Carolina Canal and Railroad Company; 1827. 
New York, New Haven & Hartford Rd. opened; 1848. 





Residents of New York gazed in wonderment upon the first electric lights ever em- 
ployed for illuminating the city’s streets; 1880. 








The Interstate Commerce Commission handed down its plan for consolidating the 
nation’s railroads into twenty-one systems; 1929. 





JOHN WESLEY, founder of Methodism, expounded in his remarkable book the 
divine powers of electricity for mending both physical and moral ailments; 1759. 





The first marked revival of interest in public service projects after the Revolution was 
the establishment of the Baltimore Water Company; 1792. 





The first flashing danger signals for grade crossings were installed on the New Canaan 
branch of the New Haven Road; 1921. q Christmas Eve. 











“Science and art belong te the whole world, and before 
them vanish the barriers of nationality.” 
—GoETHE 
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From a painting by Ezra Winter 


In the Public Service 


An historic event in old New York; laying the first water mains 
(made of logs) in the city streets, 1800. 
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